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Replacements have been fe 
in this 38-year-old line 
of CREOSOTED poles 
















IN THE MERTENS-TO-MALONE LINE of Texas Power and Light Company, 94% of the Creosoted poles 


installed in 1916 are still in service. 


{ isco Power and Light Company 
has had excellent performance 
from poles treated with Creosote on 
many locations in its far-flung sys- 
tem. For example, the long life in 
the section between Mertens and 
Malone is outstanding. 

In 1916, 196 Southern Yellow Pine 
poles, treated with Creosote, re- 
placed untreated poles that had 
given less than 15 years’ service. To 
date, only about six per cent of these 
poles have been replaced, and most 


USS CREOSOTE 
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of the replaced poles were casualties 
from reasons other than decay. 

Texas Power and Light Company 
feels that there are at least 10 years 
of life left in the remaining poles, 
and when they are replaced, poles 
treated with Creosote will be used 
again. 

Creosote’s combination of toxicity 
and permanence is the reason why 
it has established so many service 
records like this. And service rec- 
ords, after all, are your best assur- 
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CLOSE-UP of one of these 38-year- 
old creosoted poles. 

























ance of future performance fron 
wood preservative. 

You can take an additional 
toward finest performance by spé 
fying USS Creosote. USS Crecs| 
is the uniform product of continu¢ 
tar processing in the plants of Unit 
States Steel. For further infora 
tion, contact our nearest Coal Che 
ical sales office or write to Un‘t 
States Steel Corporation, 525 V 
liam Penn Place, Pittsburgh 
Pennsylvania. 
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Diagram of one of four B&W Radiant Reheat Boilers with natural circulation. Designed for 
outdoor installation, each unit has a steam capacity of 1,080,000 Ib per hr. Design pressure 
is 2050 psi and steam at 1850 psi will be superheated to 1000 F, with reheat to 1000 F. 


With the emphasis on low initial cost, high effi- sighted planning of this utility. 

ciency, and reliability of operation, Pacific Gas and The installation of four B&W Radiant 
Electric Company has built its new Pittsburg Plant Boilers will give the big Pittsburg Plant a 

to keep ahead of the increasing demands of this capacity of over 4,000,000 Ib per hr. Designed wi 
heavily industrialized California area. With a gen- B&W Cyclone Steam Separators for natural ci 
erating capacity of 600,000 kw, it is the largest culation, each unit is equipped to burn oil 
steam-electric generating station yet built west of natural gas with provision for later conversion 
the Mississippi River and is indicative of the far- coal if this becomes desirable. 
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Tais outstanding station represents a combination 
0: new engineering trends and sound design prac- 
tices. The B&W steam generators at the Pittsburg 
Plint are among the most modern of their type; 
ore more example of the unending cooperative 
eforts of power company and B&W engineers 
working together for almost a century to attain 
ever-higher peaks of efficiency in power generation. 








— 
One of the huge steam drums being jockeyed 
into place. Each drum weighs more than 150 

* tons and is 56 feet long. 


P. G. and E.'s new modern Pittsburg Plant is the largest steam- 
electric generating station in the West. Everything except the 
control room, firing aisles and ends of turbines is outdoors. 
Bechtel Corp., engineers. 


Front of boiler furnace wall under construction. 
Openings are for the 16 burners with which 
each unit is equipped. 
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[> of the most difficult problems in fi- 
nance is the choice of the techniques 
to use in offering common stocks. JOHN F. 
CHILDs, in our opening article, discusses 
the advantages accruing from the practice 
of paying fees to dealers for obtaining 
subscriptions in a rights offering. This is 
becoming a lively subject for discussion 
in financial circles. It has its advocates and 
objectors. In a forthcoming issue we plan 
to present a somewhat different analysis ot 
the dealer participation idea. 


Mr. CHILDs is a vice president and head 
of the Irving Trust Company’s public 
utility department, well known for its pub- 
lic utility round tables, and other special 
services for the utility industry. A native 
of New York city, Mr. CHILDs was edu- 
cated at Trinity College at Hartford, Con- 
necticut (BS, ’31; MS, ’32), and Harvard 
Graduate Business School (MBA, ’33). 
He spent four years in the Navy as Lieu- 
tenant Commander, and has for many 
years specialized in public utility finance. 


Mr. Cuitps has been the author of nu- 
merous articles on finance, investor rela- 
tions, and cost of capital, and has appeared 
before regulatory commissions on finan- 
cial matters. Marjorie H. Cruthers, a staff 
assistant in the Irving Trust Company’s 
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JOHN F. CHILDS 


public utility department, was responsible 
for preparing an original report on the 
subject for a joint industry committee of 
associations of security dealers, brokers, 
and investment banking companies, and 
has furnished the background material for 
this article. 


WE are aware, of course, that there 
are other views on this important sub- 
ject of dealer participation. Questions may 
be raised, for example, as to the sufficiency 
of experimental studies to date and 
whether companies which have used it be- 
fore continue to use it. There is also the 
interesting problem of whether measure 
of market performance limited to the trad- 
ing period of rights gives enough recog- 
nition to what happens after the announce- 
ment but prior to the rights trading period. 
We hope to have more about this later. 


* *K K 


Bx in 1929, a member of the staff of 
this publication, Francis X. Welch, 
who is now its editor, wrote for it an ar- 
ticle on what he regarded as a trend from 
lawyers to laymen on the state regulatory 
commissions. Welch’s article was based on 
questionnaires circulated among the vari- 
ous state commissions and has since been 
cited and quoted a number of times by 
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You may find 


a fresh approach... 


Tackling utility company problems daily .. . 
maintaining close and continued contact with 
the financial world gives us an understanding 
of the complex field of utility financing and 


investor relations which may be of help to you. 


A fresh approach to the problem you are 
now studying may be suggested by a talk with 
us. Call Public Utilities Department at DIgby 
4-3500 or write us at One Wall Street. 


IRVING TRUST COMPANY 


ONE WALL STREET ° NEW YORK 15, N. Y. 


Capital Funds over $123,000,000 Total Resources over $1,400,000,00U 


Witiiam N. Enstrom, Chairman of the Board 
Ricuarp H. West, President 


Public Utilities Department—Joun F. Cuttps, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 




















other writers interested in the functional 
background of the state regulatory com- 
missions. 


Wuatr has happened to this “trend,” 
first noted twenty-five vears ago? This 
question intrigued a very serious and ad- 
vanced student of business economics who 
made another careful survey, based on 
questionnaires soliciting information about 
the business and professional background 
of our state commissioners. This article, 
which begins on page 630, indicates that 
the lawyer-to-layman trend first noted in 

_ this magazine in 1929 has advanced mod- 
erately. But there are other significant de- 
velopments which have occurred, including 
a trend towards more businessmen on our 
state commissions. 


Dr. Lincotn Smiru, author of this 
article, entitled “Trend from Lawyers to 
laymen on State Commissions,” is a po- 
litical scientist specializing in politics and 
public administration. A native of Maine, 
he is a graduate of Bowdoin College. He 
took his AM and PhD degrees at the Uni- 
versity of Wisconsin, and has taught at 
Yale, the University of Pennsylvania, and 
the University of California at Los An- 
geles. For the past few years he has been 
visiting scholar at Columbia University. 


* * * * 


| fein the employee accident rate in 

the electric utility industry has con- 
stantly improved since 1947, the rate of 
improvement has shown signs of lagging 
behind comparative progress of other in- 
dustries. The average frequency of acci- 
dents for all industry last year was con- 
siderably lower than the accident frequency 
rate for the electric utilities. Is there any 
reason why this should be so? If not, is 
there any way in which the situation can 
be corrected ? 


C. B. BouLet, personnel director of the 
Wisconsin Public Service Corporation, in 
his article beginning on page 640, offers 
some valuable suggestions for the improve- 
ment of safety in public utility operations. 
The author also goes into the matter of 
self-examination by utility executives for 
purposes of insuring more constant and 
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C. B. BOULET 


careful supervision of accident prevention, 
with emphasis on the human, as distin- 
guished from the mechanical, aspects. 


Mr. Bou tet is a native of Green Bay, 
\Visconsin, and a graduate of Milwaukee 
State Teachers College. He has been with 
the Wisconsin Public Service Corporation 
since 1941 as office manager, safety engi- 
neer, and is at present director of person- 
nel. He has written numerous articles on 
accident prevention and various phases of 
personnel administration. He is coeditor 
of a book, entitled /ndustrial Safety Engi- 
neering, and past president of the Ameri- 
can Society of Safety Engineers. 


* 


— the important decisions pre- 
printed from Public Utilities Reports 
in the back of this number, may be found 
the following: 


THE Connecticut commission, in con- 
sidering a gas and electric company’s ap- 
plication for an electric rate increase, con- 
siders whether increases in the company’s 
gas rates, in view of the competitive na- 
ture of gas as a fuel for cooking and heat- 
ing, would serve any useful purpose in 
increasing the company’s earnings. (See 
page 65.) 


THE next number of this magazine will 
be out November 25th. 


Ir OoldTue~ 
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a new, low-cost 


precision microfilm machine 


small enough to carry 


Here, at last, is relief for the travelling auditor from the 
countless hours wasted in transcribing data. It’s the 
new Film-a-record Model 8 — a machine which simply puts 
on 16mm microfilm the records containing information 
you want. It’s fast and it’s accurate with no chance 
of transcription errors. 

The new Model 8 Film-a-record is built to be carried 
about like a suitcase, yet it is engineered to give 
highest quality, big-machine performance. Never before 
has there been a microfilm machine which has packed 
so much into such a compact unit — for so low a cost. 

To get the complete story about this amazing new 
camera, send in the coupon below. 


PROFIT-BUILDING IDEAS FOR BUSINESS 





Room 2181, 315 Fourth Ave., New York 10 
Please sead free brochure, F382 


NAME___ 

COMPANY. poet cee 
i ‘ Sees 
ADDRESS___- ae a eee 


Oe ONE. STATES 


NOW. for travelling auditors 


%€ or anyone else who 


in a microfilm camera. 












requires portability 


Coming IN THE NEXT ISSUE 
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TOWARD A BETTER UNDERSTANDING 


in recent years the competition in industry for the services of trained men and women 
in all fields of intellectual accomplishment has awakened interest in the need of sta- 
bilizing the productivity of our nation's colleges and universities. Responsible business 
leaders now acknowledge that opportunities for advance learning should be made 
available to a greater number of deserving young men and women. This article by 
Everett L. Palmer, assistant to the president and secretary of the Pennsylvania Power 
& Light Company, describes an interesting program recently authorized by the direc- 
tors of that company. It includes not only undergraduate scholarships but additional 
financial aid to the colleges aside from scholarships. 


PROFESSIONAL QUALIFICATIONS OF FEDERAL REGULATORY 
COMMISSIONERS. Part 1. 


Since the Eisenhower administration came to Washington, there has been a noticeable 
trend toward the appointment of state regulatory commissioners to federal regulatory 
commissions. There are a number of reasons for this use of the state commissions as 
a training ground for federal agencies, including a large backlog of federal commis- 
sion ‘'holdover'’ personnel with a different political faith than that of the present ad- 
ministration. But there are more fundamental trends to be analyzed. What is the 
background of our federal commission membership? Is the trend toward or away from 
lawyer members? These and other interesting aspects of federal commission mem- 
bership are discussed by Dr. Lincoln Smith, visiting scholar, Columbia University, in 


a 2-part series beginning in the next issue. 


IT'S A CHANGED UTILITY WORLD! 


Recently the electric industry celebrated the seventy-fifth anniversary of Edison's dis- 
covery of the electric light. Admittedly, the electric utility business has come a long 
way in this three-quarters of a century. But so has our system of public utility regula- 
tion, which got started generally about a quarter of a century later. Especially dur- 
ing the last twenty-five years, the techniques of forming and disseminating principles 
governing the operation of our public service utilities have undergone an intensive 
period of development and improvement. James H. Collins, professional author of 
business articles, takes us back to the problems of 1929 and compares them with those 
of 1954 in the field of public utility operation. 


* 


Al SO... Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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GAMBLING OV RATES ? 


You may be losing important rate revenues if your rate structure is based on 
incomplete figures. You can get complete, accurate, swift analyses of all your 
billings via the R & S exclusive “Multi Frequency Tabulator.”’ When R & S ana- 
lyzes your billings you are insured against the hazards of these highly dangerous 
methods— 


@ rates developed from ‘“‘sampling” analyses of 2 or 3 months 
billing and weighted for the balance of the year 


@ rates arrived at through meter book studies, again, on a 
sampling basis 


@ rates predicated upon random sampling of “typical” cus- 
tomer billings over a short or long term 


None of these methods can be depended upon to reveal a true picture—the R & S 
method can. 


The cost of this service can be recaptured a thousand fold with properly designed 
rate structures that produce the required revenue and at the same time stimulate 
consumption. The insurance that your rates 
reflect the true picture of consumption is 
worth the cost alone! 





There is no charge for consultation with 
R & S—ask for an estimate of the cost of an 
analysis of your billings—try the service—it 
will prove its worth almost immediately! 


RECORDING & STATISTICAL CORPORATION 


“your way to better controls” 
100 Sixth Avenue, NewYork 13, N.Y. 
WOrth 6-2700 





CEouheble CEnorhe 


“There never was in the world two opinions alike.” 


CHARLES E. WILSON 
Secretary of Defense. 


Cuar Les E. SMIrtH, Jr. 
President, Steel Improvement & 
Forge Company. 


Epcar W. HiestanD 
U. S. Representative from 
California. 


Excerpt from 1953 annual report, 
The Cleveland Electric Illuminating 
Company. 


WILLForD I. KING 
Economist, Committee for 
Constitutional Government. 


WILLARD F. RocKWELL 
Chairman of the board, Rockwell 
Manufacturing Company. 


Davin L. FRANcIS 
President, Princess Elkhorn Coal 
Company. 


—MOoNTAIGNE 





“It is a mistake to believe that defense orders bring 
prosperity or for a community to get a vested interest 
in war through military expenditures. It is production 
for consumption that brings prosperity.” 


“Most of our labor troubles today could be avoided 
if the employees affected were convinced in their own 
minds that the motives of management are sincere and 
honest and that in the past management has dealt with 
its employees as fairly as was humanly possible.” 


> 


“Careful moves both by the administration and Con- 
gress safely turned the country away from a war-spend- 
ing economy to a sound peace economy. This was done 
without a depression and in spite of the concerted cam- 
paign promoted by the howlers of gloom and doom who 
did their best to throw us into a depression.” 


> 


“The preference clause denies business-managed elec- 
tric companies an equal right to purchase and distribute 
government-generated, tax-free power. Four-fifths of 
America’s taxpayers are scrved by investor-owned com- 
panies. Thus 80 per cent of the people are forced to 
subsidize below-cost power for the benefit of the remain- 
ing 20 per cent.” 

> 


“Under free competition, industries are operated by 
millions of entrepreneurs—each something of an expert 
in his limited field. When government engages in enter- 
prise, the complexity of its task makes necessary the 
adoption of multitudinous rules and regulations. The 
inevitable result is that operations become entangled in 
a web of red tape.” 

* 


“The history of Socialism goes back as far as there 
are human records, and it proves that no man and no 
government can raise the level of a community’s wealth 
or welfare by chopping off the heads of leaders in any 
productive activity who seek to rise above the common 
level. Chopping off heads and chopping off incomes are 
somewhat similar in effect !” 


> 


“We feel that the major solution to a profitable coal 
industry is a basic change in the government and utility 
buying practices. . . . This policy should naturally con- 
sider the fact that the utilities plan to buy 100 per cent 
more coal in the next decade than they do at present and 
therefore the coal industry should be kept financially 
sound in order to provide for the tremendous capital 
expenditures necessary for expansion.” 
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FOR CLEANER 
COOKING 


EASIER 
REFRIGERATION 


olumbia Gas System 
delivers a modern miracle 
24 Hours-A-Day! \ 


‘FOR CHEAPER 
DRYING 


FOR INSTANT 
HOT WATER 


* 
COLUMBIA 
GAS 


SYSTEM 
* 
* 


© The Columbia Gas System 


CHARLESTON GROUP: United Fuel Gas Company, Atlantic Seaboard Corporation, Amere Gas Utilities Com- 
pany, Virginia Gas Distribution Corporation, Big Marsh Oil Company, Central Kentucky Natural Gas Company; 
COLUMBUS GROUP: The Ohio Fuel Gas Company; PITTSBURGH GROUP: The Manufacturers Light and Heat 
Company, Binghamton Gas Works, Cumberland and Allegheny Gas Company, Home Gas Company, The Key- 
stone Gas Company, Inc., Natural Gas Company of West Virginia; OIL GROUP: The Preston Oil Company. 








REMARKABLE REMARKS—( Continued) 


HERBERT HooveR 
Former President of the 
United States. 


SINCLAIR WEEKS 
Secretary of Commerce. 


STYLES BRIDGES 
U.S. Senator from 
New Hampshire. 


JAMEs R. KILLIAN 
President, Massachusetts Institute 
of Technology. 


FRANK CHODOROV 
Editor, Freeman. 


CLIFFORD F. Hoop 
President, United States Steel 
Corporation. 


“The day when you decide that the government is 
your brother’s keeper, that is the day when personal 
responsibility for your brother is lost.” 


¥ 


“Government’s duty is to prevent any segment of busi- 
ness from improperly and unfairly using competitive 
enterprise to the detriment of consumers, other business 
concerns, and the general public.” 


> 


“We better let the Communists know what our posi- 
tion is, who our friends are, and what we will consider 
aggressive action. I do not completely subscribe to the 
retaliation theory. I have tried to find just where the 
unique idea came from that in a Republican form of 
government we are automatically supposed to allow our 
enemy to attack first.” 


¥ 


“New technology dictates new concepts of size and 
shows the beneficent value of bigness when bigness fills 
an economic and social need. Tax laws will have to recog- 
nize technological change and the vital importance of 
encouraging it. We shall have to find ways of increasing 
available venture capital. Labor as well as management 
will have to adjust to changing conditions. New problems 
of the job security of the individual worker will have 
to be solved so that we may upgrade and not uproot. 
We shall need more effective liaison and collaboration 
between the economist and the businessman.” 


¥ 


“Common sense and logic both bear witness to the 
fact that a dollar in the hands of the producer and earner 
is grist to the general economy, and may therefore be 
said to render a ‘social service.’ On the other hand, every 
dollar the tax collector gets hold of is nonproductive. 
The best he can do for society with the money he takes 
from it is to provide police protection, which is a nega- 
tive service; the traffic cop is certainly a useful citizen, 
but he adds nothing to the general fund of wealth. It 
follows that the fewer dollars the tax collector gets, 
whether from oillionaires or bricklayers, the better off 
both are.” 


¥ 


“". . aS we prepare for the next heat of steel, 
let us embrace the number one attribute for success 
which is to think logically and clearly to a conclusion 
so that we may charge it with vision and imagination ; 
integrity and a full measure of employee understanding ; 
a knowledge of the past and truthful appraisal of our 
future objectives ; faith in freedom, and trust in consti- 
tutional government. And above all, let us keep the 
opportunity open to continue rendering that service to 
our economy through profitable private enterprise with 
the just rewards that accrue to good honest American 
effort. And every day, whatever your activity, keep 
watch over this vital task before us and say, with me, 
‘God help us to preserve this land where freedom’s 
bounties have no end.’ ” 
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HOW EBASCO HELPS 
THE GAS INDUSTRY 


system planning 
on a long-range basis 


With years of background experience in the gas 
utility industry and the knowledge of probable 
future developments, Ebasco offers a system plan- 
ning service to meet the specific needs of all types 
of gas utilities both large and small. 


Ebasco can assist you with your market surveys, 
load growth forecasts, service requirement studies, 
present system performance analyses. The relative 
merits of alternate development plans will be com- 
pared and an economic program for the immediate 
and long-range future will be recommended. 


Entire systems from gas field and production facili- 
ties to the customer, or the component parts, are 
covered as may be desired to meet the requirements 
of the particular situation—including pipe lines, 
compressor-stations, peak-shaving, conversion, 
manufactured gas plants, and distribution. 


Our booklet—‘‘The Inside Story of —e 


Outside Help’ —describes Ebasco acre HE 
services and how they may be of use 

to you. For a copy, write or phone 

Ebasco Services Incorporated, 

Dept. W, Two Rector Street, 

New York 6, N. Y. 





NEW YORK - CHICAGO - DALLAS - WASHINGTON, D. C. 


Appraisal * Budget * Business Studies 
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y* Ru struction * Financial * Industrial Rela- 


tions ¢ Inspection & Expediting ¢ Insur- 

AAS ance, Pensions & Safety * Purchasing 
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“Carrier’’—the modern way to make one telephone line 

do the work of many—has firmly and frequently answered 
“Yes!” to the question: “Will it save money ?”’ 

And Lenkurt Carrier provides convincing answers 

to many other questions (see opposite page) of interest 

to you and your communications experts. 

















Would you benefit from the use of the new 
Lenkurt Type 45A miniaturized carrier system? 





You probably would! Many communications officials 
have found it to be the most economical way to multiply 
their communications circuits. It will certainly be 
worth your while to ask the following questions— 


and we are glad to answer them! 


Is the Lenkurt Type 45A 

a ‘‘long haul’’ system? 
Definitely yes. Type 45A has 
transmission and regulation 
characteristics that make it 
suitable even for transcontinental 
installations. 


Is it also areally economical 
‘short haul’’ system? 
Certainly! Type 45A ‘proves in”’ 
at less than 15 miles in competi- 
tion with open wire, crossarms, 
and poles. Usually it will “prove 
in’? in competition with 19-gauge 
voice-loaded cable for distances 
as short as 10 miles. 


Can it be placed on the same 
pair with low-frequency 
systems? 

Yes. It operates above other sys- 
tems using “‘standard’”’ frequency 
assignments, such as the Lenkurt 
32E or 33A. This means that one 
pair can be used for as many as 
16 or 17 conversations and dialing 
paths simultaneously. 


Does it provide dependable 
circuit equivalents? 

Field tests indicate that even 
under heavy sleet conditions the 
level of transmission for each 
channel remains constant within 
plus or minus 0.5 db, when the 
system is engineered within 
recommended limitations. 


What transposition problems 
will it create? 
Because of the ‘triple regulation”’ 


technique employed (flat loss, 
slope loss, and channel mop-up), 
the first system installed on a line 
can usually be placed on any cop- 
per or Copperweld pair, utilizing 
almost any existing transposition 
patterns. Multiple system instal- 


lations will require crosstalk tests, 
but, in many situations, 30 KC 
transpositions will be adequate 
for two or three 12-channel sys- 
tems. If Compandors are used on 
the carrier channels, more 
systems may be possible on 
30 KC transposed leads. 


Can you ‘‘start small”’ 
and expand? 


Yes. Because of the 45A’s uni- 
tized design, you can start out 
with only four channels (or less) 
and expand later to the full 12- 
channel capacity —a few channels 
(preferably four) at a time. 


What operating adjustments 
will be necessary? 

Few, if any! After the initial line- 
up, the equipment adjusts itself 
to the length of line, changes in 
temperature, changes in attenu- 
ation due to rain, snow, or sleet. 
It requires no synchronization of 
channels, and, given the proper 
voltage-regulating transformers, 
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is even immune to wide variations 
in line voltage. 


What extra equipment 
is necessary for dialing? 


None. The built-in dialing chan- 
nels, which are remarkably free 
of distortion, can be connected 
directly to any trunk circuit 
equipped for ‘‘E & M”’ signaling. 


What are its line-length 
limitations? 


A pair of terminals provide 
enough gain to span line sections 


having attenuation of about 70 
db, under worst weather condi- 
tions. Economical 12-channel re- 
peaters are available for the 
longer systems which exceed these 
limits (acceptable signal-to-noise 
ratio should determine actual re- 
peater spacing). 


Will line troubles or power 
failures cause ‘‘locking up’’ 
of central office dial trunks? 


Never, if the 45A is equipped 
with an optional alarm system 
with ‘‘disconnect”’, ‘““make busy’’, 
and “‘loop test’’ features, which 
can be controlled (from a mainte- 
nance standpoint) from either end 
of the system. This is especially 
important with a remotely-located 
unattended office. 


What are the power 
requirements? 


The 45A system is designed to 
operate from a 24-, or 48-volt bat- 
tery and 130-volt positive plate 
supply, or from 115/230-volt, 
50/60 cycle AC mains by use of 
an auxiliary power pack. 


What test equipment 
is needed? 


All tests can be made with a 
simple, universal terminating test 
panel and appropriate cords, 
using only conventional test oscil- 
lators and VTVM. 


There is no other H-F carrier 
system on the market that gives 
as much value for your money as 
the Lenkurt Type 45A! 


‘Wins? wane Se ELECTRIL 
® 


Makers of Telephone, Signaling ond Communication Apparatus... Electrical Engineers, Designers ond Consultants 


Distributor in U.S. and Possessions 
Automatic Electric Sales Corporation .. . 1033 West Van Buren Street, Chicago 7, US.A 
in Canada: Automatic Electric Sales (Canada) Limited, 185 Bartley Drive, Toronto 16. Ontario 


Export Distributors: International Automatic Electric Corporation, Chicago 








Only when you have comprehensive, 
accurate, and reliable facts at hand 
can sound decisions be made. 


Reports 


Commonwealth's specialists —with 


Business Surveys years of experience in financial work, 


A : | engineering, taxes, insurance, and the 
ppr aisais : A 

many other phases of today’s business 

activity will analyze the many factors 

affecting the operations and future 

outlook of a given business or industry. 


As a preliminary to investment; to ob- 
tain a perspective on existing business 
or future expansion; to get all the 
facts — use a Business Analysis by 
Commonwealth as your blueprint for 
sound executive decision. 


“A man's judgment 
is no better 

than the facts 

at his command..." 


GET THE FACTS! 


We invite your inquiry. Write for our booklei 
describing in detail the many services avail- 
able to you. 
Address: Department E 
INVESTIGATIONS - ae 20 Pine Street, New York 5, N.Y. 
REPORTS 
FINANCING 
ACCOUNTING 
TAXES 
INSURANCE 
PENSIONS 
DEPRECIATION " ? 
VALUATIONS ; 
CONSULTING & DESIGN ENGINEERING COMMONWEALTH ASSOCIATES INC. 
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Another of HILL, HUBBELL’s 
“Things That Money Can't Buy” 


No matter how efficiently pipe is protected, Hill, Hubbell—pioneers 
in the business—know that it must be in the right place at the right 
time for profitable results. That’s why correct tim- 
ing and Hill, Hubbell have become synonymous! 








HILL, HUBBELL and COMPANY 


Factory Applicators of Pipe Coatings and Wrappings 





DIVISION OF GENERAL PAINT CORPORATION 
3091 Mayfield Road - Cleveland 18, Ohio 





Now-from 
GENERAL MOTORS 


a remarkable new electric utility tool — 
for fringe area interim boosting — 
powered by a history-making Diesel engine 


ELECTRO-MOBIL 


SUPPLEMENTARY POWER—as much as wanted— 
where it’s needed—for as long as desired—at a cost 
per kw. at point of application never before possible 
—that’s the new tool that General Motors now makes 
available to the electric utility industry. 


For interim boosting in fringe areas—for emergency 
needs—three highly transportable units are ready. 
And each is powered by the same high-speed, highly 
reliable, fast-starting engine that, in the General 
Motors Diesel-Electric locomotives, brought about 
a whole new concept of public service on American 
railroads. 


Now, with specially designed generators and controls 
in completely integrated units, Electro-Mobile Power 
brings dependable production of current for boosting 
or emergencies—assuring maximum kilowatt capac- 
ity with minimum capital investment! 


All components, specially built for compatibility 
with each other, are our own products. All service 
and parts are had from a single source—already 
available nationwide. 


Here, from two decades’ experience in building 


Diesel-Electric locomotives—equipment that rightfP 


now equals, in capacity, one-sixth of all the country’s 
installed electrical generating equipment—is a ver- 
satile and economical means to meet many of thei, 
perplexing and expensive problems of the fringe 
areas. We’d be glad to discuss your specific needs. 
Sold and serviced directly through a manufacturer's 
organization. 

Electro-M otive Division offices located in: New Y ork City, 
Chicago, Jacksonville, St. Louis and San Francis:o. 


Electro-Motive Division F 


GENERAL Morors 





LA GRANGE, tLLINOIS 
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ASK US TODAY ABOUT A BETTER DEAL FOR THE MAN AT THE WHEEL! 





i 

















ou save money 












‘ith Bell System services, you get efficient and depend- 
ble communications at low cost. You are relieved of 
aintenance, depreciation and other costs of privately 
wned communications. 


ov get the service you need 


’s flexible and complete. We furnish communications 
il red to your exact needs. No more, no less. A change 
11umber or type of circuits can be made any time to 
ee ) your communications in step with changing needs. 


ou get the best service 


h: Bell System is constantly developing new equip- 
met, methods and techniques to improve your service 






WHY IT WILL PAY YOU TO USE 
BELL SYSTEM COMMUNICATIONS SERVICES 





and keep your communications from becoming obsolete. 


You have more investment money available 


Your capital is not tied up in communications equipment 
but is available for investment in income-producing 
power equipment and services. 


You concentrate on your own business 


Our business is entirely communications, and that’s one 
reason the Bell System offers power companies the 
finest services today. A communications study by spe- 
cialists, made without charge, frequently indicates how 
a power company can improve its communications and 
realize increased benefits and economies. Talk this over 
with the Bell Telephone representative near you. 
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MOBILE TELEPHONE 


TELETYPEWRITER 
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BELL TELEPHONE 


METERING CHANNELS SYSTEM 
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THOUSANDS OF YEARS 
EXPERIENCE IN BUILDING 


TRANSFORMERS 


No, Moloney hasn’t been building transformers for thousands of years. In fact, 
even though Moloney is a pioneer in the electrical industry, we are pretty 
young archaeologically. But we do have thousands of years experience 

in designing and building transformers exclusively. This is the experience 
which goes to work on your transformer problems, when needed ...a 
veritable backlog which assures you of the best transformer possible 

. .. experience the progress of which can be traced 

through the maze of developments and improvements 

in transformers to today’s gigantic 


and efficient product. 


MOLONEY ELECTRIC COMPANY 


Power Transformers Distribution Transformers ¢ Load Ratio Control Trans- 
formers ¢ Step Voltage Regulators « Unit Substations ¢ Electronic Transformers 


fales Offices in All Principal Cities 
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Thursday—11 


Southeastern Electric Ex- 
change, Accident Preven- 
tion Committee, 
meeting, Baton Rouge, La. 


begins 


Friday—12 
Public Information Pro- 
gram, Mid-Atlantic Re- 


gion, begins meeting, Wash- 
ington, D.C. 


Saturday—13 


Telephone Asso- 
ciation ends 2-day annual 
convention, Augusta, Ga. 


Georgia 


Sunday—14 


American Society of Me- 

chanical Engineers will hold 

annual meeting, New York, 

N. Y. Nov. 28-Dec. 3. Ad- 
vance notice. 





Monday—15 


American Standards Asso- 
ciation begins annual meet- 
ing, New York, N. Y. 


Tuesday—16 
Florida Telephone Asso- 
ciation ends 2-day annual 
convention, St. Petersburg, 


Fla. 


Wednesday—17 


Wisconsin Utilities Asso- 
ciation begins electric-gas 
sales and engineering con- 
vention, Milwaukee, Wis. 


g 


Thursday—18 


National Farm Electrifica- 
tion Conference begins, 
Schenectady, N.Y. 











Friday—19 


Southeastern Gas Associa- 

tion begins residential sales 

conference, Little Rock, 
Ark. 


Saturday—20 


American School Food 
Service Association ends 
5-day meeting, Miami 


Beach, Fla. 


Sunday—21 


Edison Electric Institute, 
Prime Movers Committee, 
will hold meeting, New 
York, N. Y. Nov. 29, 30. 
Advance notice. 


Monday—22 


American Association of 

Advertising Agencies, East- 

exn,,Council, begins meet- 
ing, New York, N. Y. 





Tuesday—23 


Public Utilities Advertising 

1ssociation, Region 2, will 

hold meeting, New, York, 

N. Y. Dec. 2, 3. Advance 
notice. 





Wednesday—24 


American Water Works 


Association, Cuban Section, 

will hold annual meeting, 

Havana, Cuba, Dec. 2-4. 
Advance notice. 








Thursday—25 


National Power Show will 
be held,- Philadelphia, Pa. 
Dec. 2-7. Advance notice. 


Friday—26 





New England Gas Asso- 
ciation will hold appliance 
servicing conference, Bos- 
{* ton, Mass. Dec. 7. Advance 
notice. 




















Sinclair dam of Georgia Power Company near Milledgeville, Georgia. 
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A Technique of Offering Common 
Stock through Rights 


This article points out the importance of giving consid- 
eration to the technique of paying fees to dealers, at rela- 
tively small cost, for aiding stockholders in exercising 
their rights for new stock. Another viewpoint on this 
important and somewhat controversial subject will be 
presented in a forthcoming article in this magazine. 


By JOHN F. CHILDS* 


HAT is the best way to raise com- 
mon equity money? This is one of 
the most important financial ques- 
tions to be decided by the management of 
an expanding company. The first decision 
is whether or not the new shares should be 
offered through rights to stockholders or 
sold directly to the public. To be able to 





*Vice president, Irving Trust Company, New 
York, New York; with Marjorie H. Cruthers, staff 
assistant. For additional personal note, see “Pages 
with the Editors.” 
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answer that question all the details of both 
methods of offerings must be thoroughly 
evaluated. 

For purposes of this article we will 
bypass that broad question of the ad- 
vantages of rights versus nonrights and 
concentrate on an offering to stockholders. 
We will even go a step further and limit 
our discussion to an important question 
that arises in a rights offering—should a 
company pay fees to security dealers for 
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aiding stockholders in exercising their 
rights? 

Is it a controversial subject? Yes! The 
dealers are naturally anxious to have com- 
panies pay such fees. For they receive no 
regular compensation for this function as 
they do when they handle security trans- 
actions for a customer. Some companies 
have studied this question. Quite a good 
proportion of these have used this tech- 
nique and attest to the advantages of pay- 
ing assisting dealers’ fees on rights offer- 
ings. On the other hand, there are compa- 
nies that have rejected the idea. As for the 
underwriters, some will say that this meth- 
od is just an additional expense to a com- 
pany; it is the underwriters’ function to 
distribute securities and they can handle a 
financing better in their own way. 


i order to give direction to the discus- 

sion which, follows, we will give our 
conclusions very briefly now. They result 
from a consideration of the logic of the 
situation, a study of the results of this 
technique, and the opinions of officers of 
companies which have tried it. The method 
used in each sale of securities will depend 
on all the surrounding circumstances, and 
no set of rules can be laid down which 
will fit each issue. However, we concluded 
that it is worth while to give consideration 
to the payment of fees to security dealers 
for aiding stockholders in exercising their 
rights in subscribing for additional stock 
for the following reasons: 


1. It should improve the market ac- 
tion of the stock during the subscription 
period. 

2. It ought to build good will with 
dealers, thus creating dealer interest in 
the stock after the offering period. 
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3. It is relatively inexpensive. 
4. It need not interfere with other 
procedures used in a rights offering. 


Since one of the most important rea- 
sons for paying dealers’ fees is to improve 
the market action of the stock during the 
offering period, let’s look briefly at what 
happens when a company offers stock 
through rights. For illustrative purposes, 
let us use a company called X. 


HE board of directors meet and an- 

nounce publicly that in two months 
there will be an offering of stock through 
rights. At the end of the two months, the 
directors meet again and announce pub- 
licly the subscription price. The subscrip- 
tion period usually starts the next day and 
lasts for about twenty days. 

There are two principal influences which 
affect the market price of company X’s 
stock. There is the influence of the gen- 
eral market for securities, and the effect 
of the pressure on the stock which is a 
result of the added supply of new stock. 

No control can be exerted over the gen- 
eral market. It may go up, down, or stay 
level. 

For the two months prior to the an- 
nouncement of the subscription price, the 
price of the outstanding stock of Com- 
pany X will tend to decrease in relation 
to the movement of the general market. 
This decrease is due to the anticipation. of 
the added supply of stock. It is termed 
preoffering pressure. It is the per cent by 
which the market for the stock declines 
more than the general market for securi- 
ties prior to the day the subscription price 
is set. Not much can be done to control 
the preoffering pressure. We will skip this 
matter of preoffering pressure and dis- 
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cuss the pressure during the offering pe- 
riod itself. 

In our illustration, which is diagrammed 
in Table I on this page, let us assume that 
the price of the stock of Company X is 
$100 per share on the day the directors 
announce the subscription price, and that 
they establish the subscription price at $90 
per share. The heavy full line represents 
the price of the stock of Company X; the 
dotted line represents an index of the gen- 
eral market for stocks. 


A’ shown in Table I, the price of the 

company’s stock was forced down by 
two factors. One of these was a general 
market decline. Again, the general mar- 
ket action cannot be controlled by the com- 
pany or anyone else. The company must 
accept this as an inevitable risk. 

The other factor which forced the stock 
down during the period when rights were 
traded was the actual pressure of the new 
offering resulting from the added supply 
of the new stock. The pressure during the 
time the rights are traded may be termed 
subscription period pressure. This pressure 
is usually greater than preoffering pres- 
sure. However, we believe something can 
be done to lessen its effect. 

Needless to say, it certainly would be 
profitable to all concerned if the decline 
in the market price of the stock can be 
lessened during the subscription period. It 
will mean that the rights will have more 
value, directly benefiting the stockholders ; 
or the subscription price could be set 
higher, resulting in more dollars to the 
company from the financing. Further- 
more, a reduction in the subscription pe- 
riod pressure may indirectly help to lessen 
the preoffering pressure. That is, expect- 
ant buyers would be less inclined to post- 
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pone their purchases until the subscription 
period in the hopes of obtaining a bargain. 


Pressure of New Offering—Its Cause 


Gre our problem is to reduce the sub- 

scription period pressure, a word may 
be said again about what causes the sub- 
scription period pressure and the resulting 
decline in the stock. The answer to that is 
principally a matter of supply and demand. 
Many stockholders sell their rights and 
thus dump them on the market. Then how 
can the pressure be reduced? Simply by 
getting the stockholders to exercise their 
rights. But how? To answer that let us 
consider what an ordinary stockholder 
does when he receives rights. 

In the first place most warrants are 
complicated and they differ from company 
to company. The average stockholder does 
not understand them and does not know 
how to execute them. Therefore, he prob- 
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TABLE I 
Tilustration of Market Action of Stock 
During Period Rights are Tredeo 









Market 
Price 
101 
100 A 
' 
be od ' 
eh é : 
aL 
‘ 
%F Ceere 
5 
i 
3h pressure 
7 = 
aL 
oL _—_ 
7) ‘ 
“r 
mM Announcement of Trading in Rights End of Subscription 
A IE ae Starts Peri 
Ls 








NOVEMBER 11, 1954 














PUBLIC UTILITIES FORTNIGHTLY 


ably goes to his security dealer,’ who 
originally sold him the stock. To help the 
stockholder exercise his rights and process 
them requires a dealer’s time, effort, and 
expense, for which he is not recompensed. 
If, on the other hand, the dealer suggests 
that the stockholder sell the rights, the 
dealer will get a commission on the sale. 
In addition, now knowing his client has 
funds to invest, he can then recommend 
another security to the stockholder on 
which he will also receive a commission. 
In other words, the dealer will be paid for 
performing a normal service—which is his 
livelihood. 


Means of Reducing Pressure 


eis something be worked out so 
that the dealer will be induced to co- 
operate to the benefit of all concerned? A 
quick look into some financial history will 
give us a clew to answering this question. 
During the depression years many compa- 
nies were faced with maturing securities. 
In order to avoid financial difficulties it 
was necessary—in fact vitally necessary— 
to have the maturing securities exchanged 
for a new issue with an extended maturity. 
Examples can be found in which dealers 
were paid fees to help execute exchanges. 
Why? Because the companies knew that 
the dealers were the ones who would reach 
the individual security holders effectively. 

Many examples can be found in recent 
years in which dealers have been paid a 
fee to help effect exchanges of preferred 
stocks in a refunding operation. The re- 
cent exchange of $45,000,000 of Georgia 
Power Company $6 preferred stock for 
new $4.60 preferred stock is an excellent 
example. 

Seventy per cent of the stock was 
held in the company’s territory. The man- 
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agement wanted as many exchanges as 
possible in order to keep the stock in the 
territory. 

They also wanted to reduce the prob- 
lem of refinancing such a large amount 
of stock. Dealers were paid a fee to help 
stockholders make exchanges. 

Exchanges of debt and preferred issues 
are, of course, different from a rights of- 
fering of common stock but they do illus- 
trate the effectiveness of the dealers in 
reaching the small stockholders. 


N 1946 the Southwestern Public Service 
Corporation found it advisable to ex- 
change one preferred stock for another . 
with a lower dividend rate. They paid 
dealers a fee to help effectuate that ex- 
change. Subsequently, officials of the com- 
pany began wondering if there might be 
some reason for paying a fee to dealers, 
as a supplement to the underwriters’ com- 
mission, for obtaining subscriptions dur- 
ing a common stock offering. They were 
the first utility company to try this tech- 
nique, and they have used it since 1947 for 
all their offerings of common stock. There 
is now a long list of companies which 
have used it.* And they did not do it with- 
out expecting to benefit. They gain the 
help and good will of a very important 
segment of the financial community 
throughout the entire country—the se- 
curity dealers. 

By paying a fee, the dealers are given 
an incentive to help stockholders who 
ask for their assistance in subscribing 
for new stock and an incentive to seek out 
stockholders to be sure that the stockhold- 
ers take advantage of a rights offering. 
Through such a policy these companies are 
facing the problem of trying to reduce the 
effects of subscription period pressure. 
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The Importance of the Security Dealer 


Ge HE dealers are a very important segment in the financial community 

and their good will 1s worth having, since, in many instances, they 
are the ones who recommend and induce people to purchase stock. Some 
companies hesitate to list their securities on a stock exchange because it 
eliminates the interest of the dealers since the dealers are restricted in their 
spread on listed issues. This not only indicates the importance of dealers, 
but suggests that once a security ts listed that the payment of fees to dealers 

in a rights offering is one way to keep up their interest in a stock.” 








Illustration of Reduction in Pressure by 
Paying Dealers’ Fees* 


—_ fact that pressure is reduced by 
paying assisting dealers’ fees is illus- 
trated in Table II (page 623). It gives 
twelve actual examples of the average 
pressure during the subscription period of 
the stocks of companies which paid assist- 
ing dealers’ fees. The pressure was meas- 
ured as follows: The market price of each 
company’s stock was compared with the 
movement of the general market for se- 
curities during the same period as meas- 
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ured by the Standard & Poor’s utilities 
common stock average. This was accom- 
plished by the use of index numbers with 
the day before the rights were first traded 
taken as 100. When the market price of 
the stock was below the general market 
there was positive pressure, and converse- 
ly when the market price of the stock 
was above the general market there was an 
absence of pressure or negative pressure. 


i ers II includes all the offerings with 
assisting dealers’ fees for obtaining 
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subscriptions made in 1949 and subsequent 
years to August 31, 1954, of electric com- 
panies with common stocks listed on the 
New York Stock Exchange. The reason 
for using electric companies is that their 
pattern of financing is more standard and 
of greater frequency. 

It is quite remarkable how favorably 
these stocks acted in relation to the gen- 
eral market. In fact, only a small amount 
of positive pressure was present in four 
out of twelve offerings on an average dur- 
ing the offering period. 

For comparative purposes, these twelve 
offerings can be contrasted with an equal 
number of examples, also included in 
Table II, of similar electric company of- 
ferings without assisting dealers’ fees. 
These offerings were chosen on the basis 
that they were made closest in time to the 
offerings which included assisting dealers’ 
fees and they were most similar in respect 
to the many factors which affect pressure. 
There was positive pressure in nine out 
of twelve of these offerings on an average 
during the offering period. 


em presence of negative pressure, or 
in other words when the stock does 
better than the general market, may be 
somewhat puzzling. Actually, the phe- 
nomena of negative pressure would not be 
expected to occur, because according to the 
law of supply and demand the added sup- 
ply would automatically force the price of 
the stock down and thus produce a posi- 
tive pressure. The reason for the apparent 
presence of negative pressure may be 
due to various factors. The Standard & 
Poor’s utilities common stock index used 
to represent the general market action may 
in fact not be exactly representative of the 
general market action for the particular 
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stock under consideration. Furthermore, 
there may be factors influencing the action 
of the particular stock under review other 
than pressure; for instance, a favorable 
earnings report at the time of the offering 
would tend to push the price of the par- 
ticular stock upward and offset the pres- 
sure. 

However, the important thing to note 
in comparing the figures in Table II is the 
relatively better performance of the stocks 
of companies which included assisting 
dealers’ fees. This may be summarized by 
noting the difference in average pressure 
for each of the samples during the sub- 
scription period. 

Thus the offerings with dealers’ fees on 
the average showed a negative pressure of 
(0.38) per cent compared with a positive 
pressure of 1.47 per cent for those without 
assisting dealers’ fees. This means that 
those with assisting dealers’ fees did 1.85 
per cent better in terms of the market price 
of the stock than those without dealers’ 
fees. 


” making this comparison it is impor- 
tant that the sample of offerings with 
assisting dealers’ fees be similar to those 
without, in respect to the various factors* 
which have a bearing on the amount of 
pressure. The sample in Table II may be 
subject to criticism on the grounds that it 
is impossible to isolate the effect on pres- 
sure of paying dealers’ fees from all other 
factors which affect pressure. This is a 
justifiable criticism and it is not suggested 
that the 1.85 per cent in favor of paying 
dealers’ fees is any exact measure of their 
advantage. However, it is felt that the sam- 
ple is sufficiently good to indicate that there 
is an advantage. Furthermore, the issues 
with and without dealers’ fees were 























checked for all factors which cause pres- 
sure. 

Considering all of the factors, the sam- 
ple including assisting dealers’ fees ap- 
peared to be subject on the average to 
forces which would have been expected to 
produce somewhat greater pressure than 
the sample without assisting dealers’ fees. 
This tends to strengthen the figures show- 
ing the advantage gained by paying assist- 
ing dealers’ fees. 
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Shares Processed by Dealers 
NE figure particularly stands out in 
connection with offerings on which 
dealers’ fees were paid; that is, the pro- 
portion of the shares offered which actual- 
ly passed through dealers’ hands. 

Of the twelve offerings in Table II 
which included dealers’ fees, there was a 
wide variation as to the amount of shares 
that were processed through dealers but on 
the average it was 36 per cent of the entire 


TABLE II 


COMPARISON OF AVERAGE PRESSURE DURING SUBSCRIPTION PERIOD FOR 
OFFERINGS WITH ASSISTING DEALERS’ FEES AND THOSE WITHOUT 


With Assisting Dealers’ Fees 
Philadelphia: WiCCIC 6: <is's.0\s ss0'cs wvceees 
General Public Utihttes: ...... 6.6. acieccccciees 
New England Electric System ............. 
Geteral UDC WTNGES <.6.06506cicvesccc cee 
TO ten OWE TIRE. boc vicd oes's.0siccon enews 
General Public Utilities .........ccccccsece 
New England Electric System ............. 
General Paplic WHOS .665 oe ccccnssceeews 
EG GIANG IAIN 5.6.6 6:01 6:0 o:d 0c0'e10 sa. 0.6.05 
Oklahoma GasiG FICC oc. cciscciecis'ss.c 
ESOT ENO WEE. 6.5 cisinissrcns oe biceWecewies 
Wisconsin Electric Power ........ccesseoe 
fio) e1 fA Ae CORI ee ree 


Without Assisting Dealers’ Fees 
Wisconsin Electric Power .........eeeee0. 
Worthen States BOWE! 6.6665 bose ccieceaee 
Rochester Gas Ge BlCCiIC 66.6556 000s eiesiseers 
Middle South Wines 2.6.6.6 soc cc ese esse 
MEOH MISIANG IPHONE 6.0.5-0.0%0:0 001-0 v\sis sarpinletes 
RSRRU RT SER E i5 5 os s6) 0's oss. o.tieie eeleawei ee 
Virgitiia Electric @ POwEer oo 26.0560. cses 
New York State Electric & Gas ........... 
Public Service of Colorado ............64- 
AlanticGity, ACCUEIC 655i 6.6.0.5: vibie:o.e:e'e siviecs ox 
NOs MENTION acc Soa one cine wok vile wiakaiers 
Pennsylvania Power & Light .............. 
POTONEE ois se se sialeiais sis sie ee oti ceseee 


Extent of Better Performance for Offerings 
With Dealers’ Fees Compared to Those 
PONONET cS Sac cies Cte s sales Mate SIRs 





( ) negative pressure. 


Average Pressure 


Date of During Period 
Offering Rights Traded* 
6/28/54 3.55% 
6/ 2/54 (0.59) 
6/25/53 0.47 
6/24/53 0.50 
9/25/52 (2.12) 
7/23/52 (3.62). 
5/26/52 “(2.50) 
7/ 9/51 (0.32) 
5/18/51 (1.43) 
4/24/51 129 
10/19/50 (0.26) 
4/14/49 _ (0.0 ) 
(0.38) % 
5/20/54 1.92% 
5/ 4/54 2.89 
6/12/53 0.91 
4/28/53 4.12 
10/ 9/52 (1.36) 
7/10/52 (1.06) 
6/ 9/52 1.06 
8/ 2/51 0.46 
6/28/51 1.84 
5/28/51 ESS 
10/30/50 (0.02) 
7/18/49. 5.30 
1.47% 
1.85% 


+The average of the individual maximum pressures during the period the rights were traded 
was 1.06 per cent for the offerings with assisting dealers’ fees, and 2.81 per cent without assisting 
dealers’ fees, or a difference in favor of those offerings with assisting dealers’ fees of 1.75 per cent. 


*Represents a per cent of the market price the day before the rights were first traded. 
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issue. With this amount of stock passing 
through dealers’ hands, it is worth while 
having them pulling for the company. Is 
it any wonder that the pressure pattern of 
these offerings was benefited by paying 
assisting dealers’ fees? 


Cost of Dealers’ Fees 


ee that there is an advantage in 

paying assisting dealers’ fees, the next 
logical question is how much do they cost. 
The fees vary depending upon many fac- 
tors. On the average the fee per share for 
the twelve offerings in Table II was 1.46 
per cent of the subscription price. How- 
ever, this does not represent what it ac- 
tually cost the companies, because fees are 
paid only on that part of the issue proc- 
essed by dealers and furthermore there is 
generally a limit as to how much will be 
paid on any one transaction. From the 
point of view of the cost to the company, 
the total amount of fees paid to dealers 
for the twelve issues in Table II repre- 
sented only 0.56 per cent of the total 
amount of the proceeds of the offerings. 
Again there was considerable variation 
among the issues. 

A cost on the average of only 0.56 per 
cent of the total amount of the offering 
is a small amount to pay for better per- 
formance of a stock during the subscrip- 
tion period. 


Net Gain from Dealers’ Fees 


i itv cost of 0.56 per cent can be com- 

pared with the figures summarized in 
Table II showing that the offerings with 
assisting dealers’ fees did 1.85 per cent 
better in terms of market price than those 
offerings without dealers’ fees. Thus, on 
the average there was a net gain of 1.29 
per cent in terms of market price during 
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the subscription period. This meant that 
the stockholders benefited through a better 
value for their rights. Or, to put it an- 
other way, the companies paying assisting 
dealers’ fees could have set the subscrip- 
tion price higher so as to more than pay 
for the cost of the dealers’ fees, and still 
have had the same rights value as those 
companies which did not pay assisting 
dealers’ fees. This would result in more 
dollars to the company. 

This can be best illustrated with a few 
simple figures. Let us assume that during 
a period when the general securities mar- 
ket is level, two offerings are made which 
are exactly similar in all respects except 
that one includes assisting dealers’ fees and 
the other does not. Let us further assume 
that the market price of the stocks before 
the offering is $100 per share like our Com- 
pany X previously used as an illustration 
in Table I, and that the subscription price 
for each is $90. Then on the basis of the 
effect of assisting dealers’ fees as shown 
above the results of these two offerings 
can be summarized in Table III. 


Hus the gain of $1.85 per share for 

the offering with assisting dealers’ 
fees would go to the stockholders through 
a better value for their rights and it would 
cost the company 56 cents per share on the 
average for all shares, leaving an over-all 
net gain of $1.29. However, if the sub- 
scription price for the offering with deal- 
ers’ fees were increased to $91.85 per 
share, this would mean the same rights 
value for the stockholders as for the of- 
fering without assisting dealers’ fees. Then 
the added $1.85 per share could be used to 
pay the cost of the assisting dealers’ fees of 
56 cents per share, leaving a net gain to the 
company of $1.29 per share. 
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TABLE III 


EXAMPLE OF GAIN PER SHARE REALIZED BY 
PAYING ASSISTING DEALERS’ FEES 


Average during 
Subscription Period 


Before Without With Gain with 
TP Dealers’ Dealers’ Dealers’ 
Offering Fees* Feest Fees 
DU a of oe ee $100.00 $98.53 $100.38 
SUMSCMOHON ETICE: 6-06.05. o08:05 6 baielees 90.00 90.00 
Cea etd 2 hers wiarsea Soe Rwiatio waste $ 8.53 $ 10.38 $1.85 
Less Average Cost of Dealers’ Fees 0.56# 
D5 bn] eg C01 UR Pe $1.29 





*From Table II showing that without assisting dealers’ fees on the average the market price 
for the stock did 1.47 per cent worse than the general market. 

+From Table II showing that with assisting dealers’ fees on the average the market price 
for the stocks did (0.38) per cent better than the general market. 

#From statement on page 624, that total fees paid to dealers for obtaining subscriptions in 
per cent of the total amount of the offering was 0.56 per cent on the average, 





In considering the savings it is impor- 
tant to view the company and the stock- 
holders as one and the same. After all, the 
stockholders are the real owners and in the 
long run whatever benefits the company 
also benefits the stockholders. 

It has been suggested that even though 
paying dealers fees might benefit the value 
of the rights a company might not like to 
pay for the cost of the fees and account for 
them on their books. There may be some 
cases where such an objection may be jus- 
tified but it would seem to be the excep- 
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tion rather than the rule if the manage- 
ment of the company is correctly viewing 
the stockholders and the company as one 
and the same. 


Indirect Benefit 


AX and beyond this benefit during 

the subscription period, there is the 
possibility of the additional benefit of a 
better market performance for the com- 
pany’s stock after the subscription period 
because of the added dealer interest gen- 
erated in the stock. The dealers are a very 
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important segment in the financial com- 
munity and their good will is worth hav- 
ing, since, in many instances, they are the 
ones who recommend and induce people to 
purchase stock. 

Some companies hesitate to list their 
securities on a stock exchange because it 
eliminates the interest of the dealers since 
the dealers are restricted in their spread on 
listed issues. This not only indicates the 
importance of dealers, but suggests that 
once a security is listed that the payment 
of fees to dealers in a rights offering is one 
way to keep up their interest in a stock. 

Is it any wonder that companies which 
have used this relatively new technique 
have found it worth while? The signifi- 
cance of the net cash gain as well as the 
better long-run market performance for a 
stock resulting from paying assisting deal- 
ers’ fees can be further illustrated by re- 
ferring to comments of officials of four 
companies which have used this method. 


L. Nicuots, chairman of South- 
¢ western Public Service Company, 
stated as follows: 


Our experience has been most grati- 
fying and we feel that it is a thoroughly 
justified item of expense to the com- 
pany. ... We are thoroughly satisfied 
that in each offering of shares we have 
received higher subscriptions due to this 
dealer co-operation and it is further- 
more quite likely that it has furnished 
an element of protection to our stock- 
holders due to the fact that dealer repre- 
sentatives have unquestionably been 
more aggressive in assisting them to ex- 
ercise their rights.® 


H. A. Busch, vice president of General 
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Public Utilities Corporation, commented 
as follows: 


Our experience indicates that about 
80 per cent of our stock offerings are 
taken by individual stockholders with 
the balance by institutional investors. 
Because of the importance to us of the 
individual stockholders we feel that the 
co-operation of the dealers is most im- 
portant in a rights offering. For this rea- 
son, we feel that it is very advantageous 
to our company to pay dealers a fee 
for obtaining subscriptions along with 
the other special techniques we have 
used in our rights offerings.® 


ie. R. Corey, executive vice presi- 
dent of Utah Power & Light Com- 
pany, made the following observation : 


. . . In previous offerings of stock to 
stockholders, we had observed that 
brokers here and elsewhere rendered as- 
sistance to stockholders which required 
some time and effort on their part. We 
thought it only fair . . . to make some 
provision for compensating them for 
such work. . . . Many brokers have ex- 
pressed their appreciation and we feel 
that over-all the provision was helpful 
to the company.” 


Allan G. Mitchell, of Philadelphia Elec- 
tric Company, said of their recent com- 
mon offering: 


The company management is well 
pleased with the results of the plan, with 
subscriptions from approximately 97 per 
cent of the shares offered, and is also 
pleased with the favorable dealer recep- 
tion of the plan. From the company’s 
standpoint the costs were modest, aver- 
aging 18.5 cents per share on all shares 
sold, and the amounts paid went largely 
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to dealers for services performed in as- 
sisting stockholders in exercising their 
rights.® 


Need of Underwriter 


| mage fees can be used whether or 
not the issue is underwritten. Lessen- 
ing the pressure during the offering period 
does not mean that the underwriter would 
be eliminated. Some pressure would be ex- 
pected to exist; it varies under different 
conditions, and its extent is unpredictable. 
But what is more important, is that a gen- 
eral market decline cannot be foreseen. An 
underwriter is still the best form of in- 
surance against a market break. The only 
way the underwriter can be eliminated is 
for the company to assume the risk of an 
unsuccessful issue or set the subscription 
price sufficiently low so as to preclude the 
market price from declining below the sub- 
scription price no matter how adverse con- 
ditions may develop. Whether or not a 
company follows such a policy depends 
upon its broad financial policy. 

The extent to which the general market 
can decline during a subscription period 
can be seen in the Dow-Jones utility aver- 
age. A study® was made of all of the 25- 
day periods (similar to an offering 
period), during the ten years, 1941-50. A 
decline of 5 per cent or more was experi- 


q 


e 


enced in 10 per cent of the periods. In 
other words, in 90 per cent of the cases 
the general utilities securities market 
would not decrease more than 5 per cent 
during a 25-day period. However, it should 
be noted that in one period in 1946 the 
break was as large as 19 per cent. 

Thus whether or not to use an under- 
writer is a question quite apart from the 
matter of dealers’ fees, and the underwrit- 
ing fraternity should not feel that such a 
technique is any threat to their position. 
Some underwriters apparently prefer to 
run an offering entirely by themselves 
without any regular dealers’ fee. Through 
the “Shields plan” of layoffs they feel that 
they can benefit the market price during 
the subscription period better than can be 
done through dealers’ fees. Many of the 
offerings in Table II without dealers’ fees 
included the right to layoff by underwrit- 
ers and yet on the average those offerings 
did not do as well as those with dealers’ 
fees. Furthermore, there have been offer- 
ings which included the “Shields plan” as 
well as dealers’ fees so that they are not 
mutually exclusive. 


Incorrect Approach on Part of Dealers 


i imaren are naturally eager for com- 
panies to adopt this technique in con- 
nection with a rights offering. In fact it 


“Deaers’ fees can be used whether or not the issue is under- 
written. Lessening the pressure during the offering period does 
not mean that the underwriter would be eliminated. Some 


pressure would be expected to exist; it varies under different 
conditions, and its extent is unpredictable. But what is more 
important, is that a general market decline cannot be foreseen. 
An underwriter is still the best form of insurance against a 


market break.” 
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may be said that some have been over- 
anxious. It is reported that some dealers 
have approached companies that expect to 
issue rights in a manner which has been 
termed “blackmail tactics.’”” Dealers have 
in effect said that they would influence 
their customers to dump rights on the mar- 
ket if companies did not pay the dealers a 
fee. This makes it sound as though dealers 
were irresponsible in their relations with 
their customers, and such tactics will cer- 
tainly not be very persuasive to win friends 
among officers of companies. Such an ap- 
proach is obviously quite uncalled for. For- 
tunately this type of dealer is in the minor- 
ity. It is unnecessary because there is a 
legitimate story to be told to company offi- 
cials of the advantages of dealers’ fees. 
Furthermore, some companies feel that 
they can do as good or better job them- 
selves through simple warrants and follow- 
ups with their stockholders and therefore 
the dealers’ fee would be an unnecessary 
added cost. 

As previously stated, each offering must 
be viewed from all the surrounding cir- 
cumstances and no set rules can be applied 
to all offerings. Dealers should not expect 
that this technique will be adopted in every 
offering. The management of a company 


& 


should only be expected to adopt it if it is 
convinced that it will result in a benefit 
to the company and its stockholders. 


Conclusion 


7” a company should decide to use this 

technique there are obviously many 
more factors to consider than could possi- 
bly be touched on in this brief article, such 
as: (1) the importance of paying these 
fees to all members of the National Asso- 
ciation of Security Dealers, (2) the need 
to have a special announcement notice sent 
to all members so that they will be ready 
toact at the start of the subscription period 
(dealers may miss it if it is just included 
in the prospectus), (3) the use of a dealer- 
manager to handle the operations, (4) 
whether to pay fees just on rights exer- 
cised by original stockholders or whether 
to pay fees on all warrants with a dealer’s 
name on it, (5) getting SEC to permit 
members in the dealers’ group to open spe- 
cial subscription accounts for customers to 
buy on 25 per cent margin. 

In ending, it merely might be said, we 
hope that this article will be of some help 
in evaluating an interesting financial ques- 
tion. 


Footnotes 


1 The National Association of Securities Dealers, 
Inc., is the most representative organization in the 
industry, in so far as dealing with the public in 
registered corporate securities is concerned. The 
current membership is slightly over 3,000, with 
registered representatives of about 35,000 and over- 
all employment of 50,000 persons throughout the 
entire country. 

2 Companies which offered common stock with 
payment of a fee to dealers for obtaining subscrip- 
tions: 

1949—Bangor Hydro-Electric, Columbia Gas Sys- 
tem, New York State Electric & Gas, Southwestern 
Public Service, Wisconsin Electric Power. 
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1950—Central Telephone, Consumers Power, Gen- 
eral Telephone, Lake Superior District Power, New 
England Gas & Electric Association, Oklahoma Gas 
& Electric, Southwestern Public Service, Western 
Light & Telephone, Wisconsin Power & Light, 
Commercial Credit, Cristina Mines Inc., Davison 
Chemical. 

1951—Central Louisiana Electric, Central Tele- 
phone, Colorado Central Power, General Public 
Utilities, Lake Superior District Power, Long Is- 
land Lighting, New England Gas & Electric Asso- 
ciation, Oklahoma Gas & Electric, Southern Colo- 
rado Power, Southwestern Public Service, Western 
Light & Telephone, Wisconsin Power & Light, 
Aluminum Ltd, Carr Consolidated Biscuit, General 
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Instrument, National Phoenix Industries, Railway 
& Light Securities. 

1952—Black Hills Power & Light, Central Louisi- 
ana Electric, General Public Utilities, Kansas-Ne- 
braska Natural Gas, Missouri Utilities, New Eng- 
land Electric System, Southwestern Public Service, 
Utah Power & Light, Western Light & Telephone, 
Wisconsin Power & Light, American Seal-Kap 
Corporation, Peerless Casualty Company. 

1953—Arkansas Missouri Power, Bangor Hydro- 
Electric, Bridgeport Gas Light Company, Central 
Illinois Electric & Gas Company, Colorado Central 
Power, General Public Utilities, Hartford Electric 
Light Company, New England Electric System, New 
England Gas & Electric Association, Southwestern 
Public Service, Texas Eastern Production, Western 
Light & Telephone, Wisconsin Power & Light, Alu- 
minum Ltd., American Fidelity & Casualty Com- 


any. 
° 1954—through August 3lst—Connecticut Light & 
Power Company, Eastern Utilities Associates, Gen- 
eral Public Utilities Corporation, Kansas-Nebraska 
Natural Gas Company, Inc., Philadelphia Electric 
Company, Southwestern Public Service Company, 
Market Basket, Plastic Wire & Cable Corporation, 
New England Electric System (offered in Septem- 
ber). As reported by the /nvestment Dealers Digest, 
and Ebasco Services Incorporated. 

8 This study should not be confused with the 
measurement of underpricing for purposes of deter- 
mining the cost of obtaining common equity money 
for rate case purposes. Underpricing for that pur- 
pose must include all the elements such as pre- 
offering pressure, subscription period pressure, al- 
lowance for possible market break, allowance for 
rights value, underwriters’ fees, and corporate ex- 


penses. Furthermore, a representative period cover- 
ing average market conditions should be used in de- 
termining the quantitative allowance for each of 
the elements. The purpose of the study included in 
this article is merely to show the relative advantage 
of paying dealers’ commissions. The period studied 
included favorable market conditions and thus the 
subscription period pressures shown are not what 
would normally be expected. Even witnesses who 
have opposed utility companies in rate cases have 
admitted a 10 per cent allowance for underpricing 
for rate case purposes, for a well-situated electric 
company. With average market conditions it would 
be expected that more than 10 per cent should be 
allowed. 

4 Factors which affect the extent of the pressure 
are: the condition of the market at the time of 
the offering; the amount of the offering; the ratio 
of the offering; the amount by which the subscrip- 
tion price is set below the market price; the quality 
and characteristics of the security; the yield and 
earnings-price ratio at the time of the offering; the 
method of offering such as whether it was under- 
written and included a concession to dealers for 
laying off stock, whether it included oversubscrip- 
tion, etc.; the margin requirements at the time of 
the offering, the type of security holder, etc. 

5 From the Investment Dealers Digest, page 7, 
November 24, 1952. 

6 Information furnished for this article. 

7From the Investment Dealers Digest, page 13, 
March 30, 1953. 

8 Information furnished for this article. 

9“‘Market Break’ in Underpricing Utility 
Shares.” By John F. Childs. April 12, 1951. 





The American Tradition of Balance in Government 


¢¢6 AMERICA has traditionally been proud of its federal system 
of government. We have quoted ‘E PLURIBUS UNUM, 





talked of states’ rights, identified ourselves as Texans or New York- 
ers, and have rejoiced in our local autonomies. ... We have viewed 
it as an important part of the American tradition of individualism. 
It has meant that more than individuals could participate in govern- 
ment, that government could be adapted to the needs of each area, 
and that political issues could be separated between the levels of 
government. Events of the last few decades, however, have vastly 
altered our traditional federal system. A series of congressional 
statutes and Supreme Court decisions have so increased the federal 
government’s regulation of interstate commerce as to produce fed- 
eral regulation of the largest parts of business activity. The federal 
government has greatly increased its direct operations.” 
—GeorceE C. S. BENson, 
President, Claremont’s Men’s College. 
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Trend from Lawyers to Laymen 
On State Commissions 


Twenty-five years ago a writer in this publication noted (or thought he noted) 
a trend from lawyers to laymen on the state commissions. What has happened 
to this pattern during the intervening period? The author of this article, a 
specialist in administrative law, has recently made a careful survey based on 
questionnaires soliciting information about the business and professional back- 
ground of all of our state commissioners. While the lawyer-to-layman trend 
first noted in this magazine in 1929 has advanced only moderately, other 
significant developments have occurred, including a trend towards businessmen. 


By LINCOLN SMITH* 


QUARTER of a century ago a highly 
significant ForTNIGHTLY feature 
reported a trend from lawyers to 

laymen on state regulatory commissions.’ 
The current study indicates that that 
phenomenon is now crystallizing into a 
pattern.? Although the ratio of lawyers 
on commissions has decreased only slight- 
ly in that interval, the 1954 survey indi- 
cates that the interpretative analysis 
»rojected twenty-five years ago was predi- 
cated on a causal and not a casual basis. 
The first article showed that seventy-nine 
out of 164 commissioners were members 
of the bar. At present, eighty-four out of 
a total of 182 commissioners, or their 
equivalents,® in the 48 states and terri- 


*Visiting scholar, Columbia University. For addi- 
tional personal note, see “Pages with the Editors.” 
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tories are lawyers. Whereas 48 per cent 
of the commissioners were attorneys in 
1929, the present canvass shows that men 
of the law have declined 2 per cent over 
the years to an average of 46 per cent. 
An appropriate subtitle to this article 
would be: “The Trend from Lawyers to 
Businessmen on State Commissions.” Law 
continues to be the dominant profession 
making up the commissions. But the 
significant fact is that business back- 
grounds and experience now take second 
place. Forty-five commissioners qualify 
under the head “general business.” If 
banking, finance, and industrial pursuits 
are lumped into the business category, the 
total becomes fifty-five commissioners. 
Another highly relevant consideration 
revealed by the present canvass is the large 
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number of commissioners who had en- 
gaged in “other government service” be- 
fore their election or appointment as 
commissioners. The seventy-two commis- 
sioners who qualify under that heading 
represent a conservative approximation. 
There are several reasons for this. Un- 
doubtedly the previous public service rec- 
ords of numerous commissioners were 
overlooked by spokesmen for several com- 
missions. This has not always been caused 
by the popular but unjustified opprobrium 
to politics in this country, but probably 
more often to unfamiliarity with the de- 
tails of long and varied professional and 
vocational records of a considerable num- 
ber of commissioners. 

Occasionally commission spokesmen 
have been unaware of modest but never- 
theless significant contributions made by 
the top administrators, perhaps for short 
intervals, in government service before 
they went on the commissions. Maybe a 
term as selectman or mayor, or on the city 
council, or as borough president, or county 
attorney has been overlooked; perhaps it 
was deemed so incidental as to be un- 
worthy of mention. Hence, it is extremely 
likely that more than seventy-two com- 
missioners have been elected or appointed 
to political, administrative, or even judi- 
cial offices before they accepted commis- 
sionerships. 


HE available records reveal that com- 

missioners had served their govern- 
ment not only in high and responsible 
places, but also that many served in less 
spectacular but nevertheless essential posts 
at the grass roots. Here is a typical but 
not complete categorization of commis- 
sioners from “other government service” : 
Congressman, Atomic Energy Commis- 
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sioner, Securities and Exchange Commis- 
sioner, employees in State Department 
and Department of Interior, state repre- 
sentative, state senator, executive secre- 
tary to governor, justice of state supreme 
court, commissioner of food and drugs, 
deputy commissioner of welfare, state 
attorney general, bank examiner, public 
utilities commission staff, specialist in 
state department of agriculture, director of 
state farm loan department, hotel com- 
missioner, county judge, county attorney, 
district judge, county home inspector for 
state board of control, chancery clerk, 
mayor, selectman, town attorney, and 
school attorney. Another was defeated 
narrowly for U. S. Senator and governor. 


lens wide range of activities shows 
that several commissioners had be- 
come specialists in regulation by their 
previous experience. Others were well 
trained and experienced in cognate fields. 
A great many, however, must be classified 
as “generalists,” men who had won recog- 
nition as professional administrators, 
“men of affairs,” or men with broad per- 
spectives—sometimes in areas rather re- 
mote from the substance of public utility 
regulation. 

This study helps to document the keen 
observation of Professor E. W. Clemens 
that “commissions reflect much of the 
political atmosphere and traditions of their 
states.”* Conservative and liberal tenden- 
cies of particular states and regions are 
waived here; but the ecological, economic, 
and environmental fabrics which are 
unique to various regions have been trans- 
muted into their regulatory agencies. 
Thus, farmers and ranchers contribute to 
the regulatory process in some agricultural 
and cattle-raising states—in a few this vo- 


NOVEMBER 11, 1954 








PUBLIC UTILITIES FORTNIGHTLY 





*Elected to office. 


tAppointed to office. 


(lo 
| 
=: ae 
KGalitaning ........... 


COS ee 
Connecticut .......... 
J ee 
District of Columbiat . 


VO 5 eee 
Kentucky P. S. Ct .. 
Kentucky R. R. Com.* 
Kentucky Dept. of Mo- 

TC ge Co) rn 
EROIRRIN® os ccs sas 
oD. Pee 
J | ae 
Massachusettst ........ 
OO ee 
Minnesota* ........... 


Mississippi* ........... 
Se 
IMR og sc ctae sa 
oo 
il Se 
New Hampshiref ..... 
NeW SEPSey7 ..-....... 
New Mexico P. S. C.+ 
New Mex. Corp. Com.* 


NEW VOTKT é..0605..5 


North Carolinat ...... 
North Dakota* ....... 
CL) ea 
ifidanoma* ..........- 
Oe 
Pennsylvaniat ........ 
Rhode Islandt ........ 
South Carolina* ...... 
South Dakota* ....... 
MURIRESSOE™ os oc sos ces 


RISORNMI 655 is sik 0:50 
Washingtonf .......... 
West Virginiat ....... 
Wersownsing ..<........ 
Wyomingy ........... 
Lf) See eee 
Poerto Rico} .....0.<- 


MOMS: Gobsnec ces 
NOVEMBER 11, 1954 








8 


| CR UN Gn De Do Ga Ge DH Ga Gn Gn Gs DO Ws Gn Gs 1 an tne DH Cn Gn Ga Gn Gn UT Gn DW UI Wwe we Ge Ce Ie Gn UN Gn UT Gan Gn. Gans Gans Gn UMW Wwe 


Number of 
Commrs 


Lawyers 


we 


Nw Noh = mm DQ DD NWWRK Www w NS 


ae Ww co - 


NN WW RR 


El 


Engineers 


| 


— Journalists 


— 


| 


632 


Other 
Professions 
Staff Members 


Athletics 


eri } 
Publisher 


Statistician 


Pharmacist 


1 


ee} 


a 
ant 1 


1 Marketing 
Specialist 


Accountant 


Pharmacist 
1 


Bankers and 
Finance 
eo Gen. Business 


— 


— i Ce Wwhr 


is) 


—N— et Qt ee 


— UI 


te 


— 


P| 
8S ~ 
R5 3 8 
2:5 x Oe 
2s of & 
S§ 63 «CUS 
wk SN On 
1 1 
1 1 
2 1 
3 
3 
1 
1 
zZ 
5 
1 1 1 
1 2 
3 
2 
2 
l 
1 
2 
1 
1 
1 
1 2 
2 2 
1 
3 
1 
3 
1 
1 2 
1 1 
4 
1 
3 
2 
2 
3 
2 
3 
1 
2 
1 
1 
3 3 
1 
18 5 72 




















TREND FROM LAWYERS TO LAYMEN ON STATE COMMISSIONS 


cation numerically dominates the com- 
missions. Likewise, it is not surprising 
that in the mining states men with degrees 
or experience in mining and mineral engi- 
neering have found their way to the public 
utility commissions. 


c is encouraging to be able to report that 

in 1954 there were eight state commis- 
sioners who were elevated to those posts 
from staff status on their own commis- 
sions. In this way recognition has been 
given in seven states (Washington state 
has promoted two staff members to com- 
missionerships) to a very real need for 
specialized training and experience in the 
subject matter of utility regulation as a 
basic requirement for commissionerships. 
_Nonpolitical—or better, apolitical—staff 
members have been encouraged with a 
fluidity to positions at the top policy level 
in regulation, thereby promoting a career 
service in the field of regulatory adminis- 
tration. It is probably not entirely coin- 
cidental that in seven of the eight cases 
the promotions were made in states where 
commissioners are appointed. And with- 
out casting any intended aspersions on the 
proficiency of regulation in the states not 
specifically mentioned, it is noted that half 
of these promotions were made in New 
York, Wisconsin, and Washington state— 
jurisdictions which historically have made 
many noteworthy contributions to the 
philosophy and practice of public regula- 
tion. And Illinois filled one top post with 
a former assistant commissioner. The 
cases of two more commissioners should 
be added to the embryonic career service 
in regulatory administration. A commis- 
sioner in New Hampshire was formerly 
a utilities commissioner in another state; 
and the chairman of the Maine commis- 


633 





sion previously established a brilliant 
career as commissioner on two federal 
agencies. 

By way of comparison the study made 
twenty-five years ago by Francis X. Welch 
did not bring to light any cases where 
commissioners emerged from staff posi- 
tions. Writing in 1953, Professor Dimock 
noted: “Apparently it is no coincidence 
that few commissioners have come up 
from the ranks after learning the tech- 
nicalities of their trade on the staff of the 
commission itself. And yet there can be 
no question that if a career service is 
needed anywhere it is in the regulatory 
field.””*® It is true, of course, that the 1954 
survey found that less than 5 per cent of 
the commissioners have risen from the 
ranks. But other factual data strengthen 
the present writer’s reflective hunch and 
considered opinion that a respectable 
percentage of commissioners qualify 
as professional regulators in utility 
administration. 


HERE are well-known cases wherein 

state commissioners have served con- 
secutively for ten, eleven, thirteen, six- 
teen, eighteen, and twenty-four years, and 
many of these are still going strong. There 
is, to be sure, a large proportion of com- 
missioners who are not re-elected or re- 
appointed according to the fortunes of 
politics.® Yet, there is evidence that both 
electorates and appointing authorities, in- 
dependently and jointly, insist upon re- 
turning to office commissioners whose 
main professional interest has been in the 
arena of utility regulation. Not only does 
the opportunity for a career seem to be 
expanding horizontally throughout the 
states, but there seems to be a growing 
tendency in the national government to 
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Changing Function of the 
Commissions 


7 attempting to account for the de- 
cline of lawyers and engineers on 
state public utility comissions, certain 
fundamental changes in the theory and 
practice of regulatory administration 
which have pervaded state commissions in 
the last quarter of a century should be 
summarized. At the risk of oversimplifica- 
tion, two interrelated and interdependent 
phenomena seem to tell much of the story 
—additional functions delegated to the 
commissions, and increases in staff 
assistance.” 











recruit some of its commissioners from 
states whose top administrators have made 
salient contributions at ‘the state level.’ 
While the vertical integration of regula- 
tion from state to national commissions is 
still only a trickle, the increase in that 
trend must be recognized. In addition, 
federal officials in recent years have been 
more favorably inclined to pick a few of 
their commissioners from staffs in the 
same or closely allied fields. 


— Welch study discovered that for 
commissionerships there were also 
“thirteen engineers, five former journal- 
ists, four other professional men, and 
twenty-nine former businessmen, includ- 
ing bankers, seventeen former farmers, 
nine former industrial workmen, and nine 
formerly engaged in other government 
service.” * He also pointed out that lawyer 
commissioners predominated in the more 
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populous states, while commissioners from 
other walks of life were more popular in 
the less densely populated states. Co- 
extensive with these facts was the conclu- 
sion that in states where commissioners 
were elected, lawyers were less likely to 
receive commissionerships from the voters 
than they were in states which adhered to 
the appointment process. In 1929, these 
state commissions consisted of all lawyers: 
Oklahoma, Ohio, Virginia, Pennsylvania, 
and Tennessee ; Massachusetts, California, 
New York, and Illinois were then partial 
to a large number of lawyer commission- 
ers. On the other hand, Florida, Iowa, 
Kentucky, Mississippi, Montana, Nevada, 
North Dakota, and Oregon had no lawyers 
at top posts on their commissions. 


HE current FORTNIGHTLY survey re- 
veals a decline in engineers, journal- 
ists, industrial workers, and farmers on 
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state commissions. This decline may be 
sharper than mere figures indicate, inas- 
much as several present commissioners 
who have been placed in these categories 
belong in them only incidentally. 


AS of this year, 1954, members of the 
bar now hold all the seats on the 
following commissions: Arkansas, Colo- 
rado, Illinois, Indiana, Kansas, Kentucky 
Public Service Commission, New Hamp- 
shire, Ohio, Oregon, Tennessee, Virginia, 
and Washington state. In the following 
ten states the legal profession dominates 
the commissions numerically: Georgia, 
Louisiana, Missouri, Nebraska, New Jer- 
sey, New York, North Carolina, Pennsyl- 
vania, West Virginia, and Wisconsin. On 
the other hand, the following commissions 
have no lawyers in top posts: Alabama, 
California, Connecticut, Delaware, Flor- 
ida, Idaho, Minnesota, Nevada, New Mex- 
ico, North Dakota, Rhode Island, South 
Carolina, Wyoming, and Hawaii. 
Except for Tennessee and Virginia, 
where commissioners are elected, all other 
commissions which consist entirely of 
lawyers are in states which adhere to the 
appointment process for commissioners. 
And in the ten states where lawyers have 
a majority on the commissions, seven use 
the appointment system and only three re- 
sort to popular election. But the hypoth- 
esis that the appointment of commissioners 
is more favorable to attorneys than the 
election of commissioners is dented when 
it is noted that of the 15 commissions 
without lawyer commissioners, only six 
resort to popular election. Thus, nine 
commissions whose members are appoint- 
ed now have no attorneys thereon. The 
situation is further confused by an analy- 
sis of the situation in Kentucky and New 





Mexico. Each state uses both systems for 
its three commissions and two commis- 
sions, respectively. In New Mexico neither 
the appointment nor election of commis- 
sioners has produced a lawyer. In Ken- 
tucky, on the other hand, both the election 
and appointment processes have yielded a 
considerable number of lawyer commis- 
sioners. While there does seem to be a 
slight tendency for the appointment of 
commissioners to elevate attorneys to the 
posts, it may be merely coincidental. Addi- 
tional data and corrective analysis over 
the years will be essential before the hy- 
pothesis can withstand any reliable test 
and before any homologies can be estab- 
lished. 

Perhaps it is more appropriate to ob- 
serve that certain states, regardless of 
the means by which commissioners are 
selected, adhere rather rigorously to a tra- 
dition favorable to lawyer commissioners, 
while other states favor laymen. In these 
states the atmosphere seems favorable to 
lawyer commissioners: Illinois, New 
York, North Carolina, Ohio, Pennsyl- 
vania, Virginia, Tennessee, and Washing- 
ton. In a few states the tradition for law- 
yers on the commission seems to have gone 
into an eclipse—California, Maine, and 
Massachusetts, for example. In California, 
where the appointment of commissioners 
is the sole responsibility of the chief execu- 
tive, it would be significant to know the 
rationale underlying the decision of Gov- 
ernor Warren, before he became Chief 
Justice of the United States Supreme 
Court, not to require any members of the 
bar on that state regulatory agency. 


y attempting to account for the decline 
of lawyers and engineers on state pub- 
lic utility commissions, certain funda- 
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mental changes in the theory and practice 
of regulatory administration which have 
pervaded state commissions in the last 
quarter of a century should be summa- 
rized. At the risk of oversimplification, 
two interrelated and interdependent phe- 
nomena seem to tell much of the story— 
additional functions delegated to the com- 
missions, and increases in staff assistance. 


| owas bpcecamecpeg progress, higher 
standards of living, and complex local 
economies caused state legislatures to ex- 
pand the regulatory ambit over wider 
areas. Railroad commissions or their suc- 
cessors were given more widespread juris- 
diction over light, power, water, telephone, 
and gas companies, motor transport, rural 
electric co-operatives, and even occasional 
nonutilities. The California Railroad 
Commission became the California Public 
Utilities Commission by constitutional 
amendment. In Kentucky and New Mex- 
ico, where the original regulatory commis- 
sions are constitutional agencies, the legis- 
latures, in 1934 and 1941, respectively, 
created statutory commissions to assume 
jurisdiction over newer utility services not 
covered by the constitutions. In fact, Ken- 
tucky now supports three separate commis- 
sions. The Florida commission is a more 
recent case example where expanded juris- 


q 
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diction over hitherto unregulated activities 
helped to make regulation more effective 
in that state. Its railroad commission be- 
came the Florida Railroad and Public 
Utilities Commission in 1947; its jurisdic- 
tion was extended in 1951 to all privately 
owned gas and electric companies. For 
many years all states except Delaware 
supported a regulatory commission. In 
1949 Delaware established a public service 
commission. 


I N many states there were few experts in 

utility regulation eligible for member- 
ship on commissions. Inasmuch as special- 
ized technical assistance was essential, not 
only were states required to enlarge com- - 
mission staffs but they found it expedient 
to recruit professional experts to provide 
all the technical assistance. Twenty-five 
years ago many state agencies were forced 
to operate with extremely small staffs. 
Hence a lawyer or an engineer at the top 
level would obviate the necessity of em- 
ploying one on the staff. Lawyers and en- 
gineers are undoubtedly more necessary 
than ever on commissions today; but the 
general rule has been to develop such as- 
sistance at the staff level. Hence their func- 
tions have been utilized in a technical or 
semitechnical and ancillary way below the 
administrative policy-making level. The 


“Ir is a great American tradition that the amateur will have to 


prove himself worthy before he can join the professional ranks. 
‘Ready-made’ commissioners are rare. There is no other alter- 


native than to look to the states as a training ground if regu- 
latory administration ts to emerge as a distinct profession in 
itself. The best one can do is to exhort political leaders in the 
states to insist upon a good balance between ability to regulate 
and political acceptability in the election or appointment of 


public utility commissioners.” 
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reason why the legal profession is more 
numerous than any other on the commis- 
siorfs is undoubtedly that the study of law 
has a broadening influence and creates a 
perspective and versatility which enables 
the lawyer commissioner to acquire a 
working knowledge of the substance of 
regulation more quickly than men in many 
other professions. 


HE rapid increase of businessmen on 

state commissions seems to be a major 
feature of this inquiry. Hence, analysis is 
appropriate. Professor Clemens, not long 
ago, wrote this regarding businessmen as 
commissioners : 


Business training is so antithetical to 
the judicial and administrative atmos- 
phere in which regulation takes place 
that businessmen find it hard to adjust 
themselves. All too often they are con- 
fused by a type of experience completely 
foreign to them as they assume a dog- 
matic prescience born of their past suc- 
cesses in the business world. On the 
other hand some excellent commission- 
ers have been businessmen of the high- 
est type who have been moved to accept 
appointment at a financial sacrifice be- 
cause of their desire for public service.® 


But a great many businessmen seem to 
have made the necessary adjustments by 
now. And the regulatory commissions in a 
considerable number of states, particular- 
ly some of the smaller and rural ones, ap- 
pear to this writer to operate in a less 
legalistic atmosphere than they used to. It 
should be noted that with very few excep- 
tions the commissions are charged with 
the regulation of particular segments of 
the economy. The economic aspects of this 
regulation certainly are in the ascendancy. 


637 





In the final analysis, commissions are re- 
quired to make value judgments and policy 
decisions which relate to government and 
business, and to economic, fiscal, and in- 
dustrial controls. On this basis it is inevi- 
table that business talents are being called 
upon to contribute to successful regulatory 
administration within the law. 


) his research work on regulatory ad- 

ministration, the author has been able 
to obtain the views of several practitioners 
in the field. Out of several excellent mono- 
graphs, an incisive one from Ingram B. 
Pickett, chairman of the New Mexico 
Corporation Commission, is illustrative of 
the trend towards businessmen commis- 
sioners. Here is what he wrote about the 
desirable qualifications for a commis- 
sioner :”° 


1. Integrity and sincerity by past 
record. 

2. Genuine interest in serving the 
people by whom elected. 

3. Courage of his convictions. 

4. Perseverance. 


5. Ten or more years in the business 
field. 


6. Open-minded and not opinionated. 
7. Knowledge of economics. 
8. Sound and good judgment. 


Most commissions are made up of 
attorneys and engineers in utility work 
which may be desirable in theory, but I 
have not found it to be altogether desir- 
able in practice. It is my opinion that a 
good, sound businessman with adminis- 
trative ability and a desire to be fully 
informed on utility regulations makes a 
better commissioner than one limited to 
legal thinking. 
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The Role of the Commission Expert 


& 7 many states there were few experts in utility regulation eligible for 

membership on commissions. Inasmuch as specialized technicas 

assistance was essential, not only were states required to enlarge commis- 

sion staffs but they found it expedient to recruit professional experts to 
provide all the technical assistance.” 





It is unnecessary for a commissioner 
to have a great deal of experience in the 
utility field provided he has experienced 
and qualified department heads. A com- 
missioner does not have the time nor 
should he be expected to handle the de- 
tails of his office. A person with good 
common sense and administrative abil- 
ity, in my opinion, makes the best 
commissioner. 


These opinions of Chairman Pickett 
are entitled to great weight. The present 
author is entirely in agreement with the 
commissioner’s last-quoted paragraph. 
That could be interpreted as a plea for 
commissioners with keen perceptives and 
administrative talents, the “generalists” as 
opposed to technical specialists. Men 
possess these abilities in part innately, if 
not intuitively; though previous experi- 
ence, to be sure, can be a help. The point 
is, however, that no single profession has 
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any monopoly on such talents.” Many 
years ago, for example, a cleric had the 
reputation of being the best commissioner 
in one region of the United States. There 
is always, however, a rebuttable presump- 
tion that a commissioner whose previous 
training and experience have a direct bear- 
ing on several phases of the subject mat- 
ter concerned will fare better in his per- 
formance on the job than a conscientious 
commissioner who comes in “from the 
cold” with little more to offer than en- 
thusiasm and a willingness to learn. 


ewe here precludes reference to any 
analysis whether the states have suc- 
ceeded in recruiting “good” commissioners 
who were previously “successful” in their 
respective professions and vocations. Some 
mediocre commissioners and a few politi- 
cal sinecures would have to be expected 
in a group of 182 public officials, none of 
whom are required to meet any academic 
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norm to attain commissionerships. The 
simple fact remains, however, that the 182 
men and women under consideration have 
all met the test of political acceptability in 
their home jurisdictions, and they are re- 
sponsible in their public positions to the 
electorates or the direct representatives 
thereof. That, after all, is the quintessence 
of free government. 

As might be expected, ample evidence 
supports the conclusion that the national 
government enlists somewhat better-quali- 
fied commissions than the great majority 
of the states.4® Nevertheless by training 
and experience an important sector of state 
regulators are professionals whose major 
lifework has been devoted to commissions. 
A great many more are amateurs. But it is 


& 


encouraging that some of these are men of 
promise. It is a great American tradition 
that the amateur will have to prove himself 
worthy before he can join the professional 
ranks. “Ready-made” commissioners are 
rare. There is no other alternative than to 
look to the states as a training ground if 
regulatory administration is to emerge as 
a distinct profession in itself. The best one 
can do is to exhort political leaders in the 
states to insist upon a good balance be- 
tween ability to regulate and political ac- 
ceptability in the election or appointment 
of public utility commissioners. In a forth- 
coming article, the particular problems and 
specialized background of federal regula- 
tory commissions will be given separate 
analysis. 


Footnotes 


1“The Trend from Lawyers to Laymen as Com- 
missioners,” by Francis X. Welch, Pusiic UTILI- 
TIES FoRTNIGHTLY, December 26, 1929, pp. 801-807. 

2 The editors of the FoRTNIGHTLY sent out a ques- 
tionnaire to all commissions in February, 1954. Addi- 
tional data were obtained by consulting commission 
reports when necessary. In a few cases this was sup- 
plemented by information furnished the writer by 
academic colleagues in the respective states. 

3 In Rhode Island major responsibility for regula- 
tion is vested in a single public utility administrator 
in the department of business regulation. There is, 
however, a part-time hearing board for public utili- 
ties. The three members of this board are independ- 
ent of the department—hear de novo—and can ap- 
prove, disapprove, or modify the department find- 
ings upon appeal from decisions. 

Economics and Public Utilities by E. W. Clem- 
ens (New York, 1950), p. 419. 

5 Business and Government by Marshall E. 
Dimock (New York, 1953), pp. 469-470. 

6“Long tenure is deadly unless the commission 
can be assured of good men to begin with, and un- 
der present conditions that assurance is all too rare.” 
Ibid., p. 470. 

7“Professional Qualifications of Federal Regula- 
tory Commissioners,” Parts I and II, by Lincoln 
Smith (to be published in forthcoming issues of 
Pusiic UTILITIES FoRTNIGHTLY). 

8 One difference in methodology between the 1929 
and 1954 surveys should be noted. On the first occa- 
sion the previous occupation of each commissioner 
was ascertained, and each was placed in a single 
category. The present study sought not only the 


previous occupation but also the predominant voca- 
tion of the commissioners, Probably the major dif- 
ference between these two bases is that spokesmen 
for commissions in 1954 had an opportunity to report 
not only the commissioners’ professional background 
but also to record other sporadic activities. Hence, 
because of some duplication, the accompanying ta- 
ble sometimes indicates more backgrounds than there 
are commissioners. 

9 Clemens, op. cit., p. 406. Professor Gellhorn has 
written in much the same vein of thought concern- 
ing the “practical” man as administrator. The Ter- 
mination Report of the National War Labor Board. 
Industrial Disputes and Wage Stabilization in War- 
time, by Walter Gellhorn, Vol. 1, p. 622 (1945). 

10 Quoted by permission of Chairman Pickett. 

11“The administrator . . . is often spoken of as 
a ‘generalist.’ Indeed, there is an ancient witticism 
which says that an administrator is a person who 
gets to know less and less about more and more 
until eventually he arrives at that happy state where 
he knows nothing about everything. Like most 
proverbs of this sort, it has just enough truth in it 
to make a person feel uncomfortable.” Management 
in the Public Service by John D. Millett (New 
York, 1954), p. 41. 

12 The records show that several commissioners 
were trained and/or experienced in more than one 
major discipline, such as law and engineering, law 
and business, law and journalism, law and agricul- 
ture, and banking and agriculture. 

18 Note 7, supra; also, “Professional Qualifica- 
tions of Federal Regulatory Commissioners,” Part 
II, in Ibid. 
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It Doesn’t Make Sense! 


While the employee accident rate in the electric utility industry 
has constantly improved since 1947, the rate of improvement has 
shown signs of lagging behind comparative progress of other indus- 
tries. Here are some suggestions for self-examination by utility 
executives on the subject of insuring more constant and careful 


supervision of accident prevention. 


By C. B. BOULET* 


HE cost of industrial accidents in the 

electric industry in death and suffer- 

ing, as well as financially, is creating 
a growing concern among utility execu- 
tives. And well it might! 

Back in 1944 the industry boasted an 
average frequency of 12.52 disabling in- 
juries for each million hours worked by 
its employees. At that time the average 
frequency for all types of industry was 
14.46 disabling injuries per million hours 
worked. During the years immediately 





*Personnel director, Wisconsin Public Service 
Corporation. For additional personal note, see 
“Pages with the Editors.” 
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following the war an unusual phenomenon 
occurred. The electric industry frequency 
rate soared in 1946 to 14.81 and in 1947 
to 15.41, while the average rate for all 
industry for those two years dropped to 
14.16 in 1946 and 13.26 in 1947. In other 
words, while the accident rate for ali in- 
dustry went down, the rate for the electric 
industry went up. 

While the accident situation in the elec- 
tric industry has constantly improved since 
1947, and in 1953 shows a rate of 9.43 
accidents per million hours worked, the 
lag of this industry compared to all in- 

















dustries has never been overcome. The 
position held in 1944 with a frequency 
rate below the average of industry in gen- 
eral has reverted to a situation where the 
accident rate of all industry is substan- 
tially lower than that of the electric light 
and power group. The average frequency 
for all industry in 1953 was 7.44 accidents 
per million hours. 

In other words, since 1944 the average 
rate for all industries has improved by 
approximately 50 per cent, while the elec- 
tric industry has managed a reduction of 
only 25 per cent during that same period. 

These are not the only facts that don’t 
make sense. 

A recent study shows that in 1953, of 
48 electric companies having between 1,- 
000 and 2,000 employees, 14 had frequen- 
cies of less than five while nine companies 
show records of over three times that 
figure. 

In the group of companies of less than 
500 employees 42 had perfect records but 
44 had records showing that employees in 
those companies were sustaining over 25 
accidents for each million hours worked. 

It just doesn’t make sense! 


~™ is this bewildering situation con- 

fined to smaller utilities. Large elec- 
tric companies show similar inexplainable 
variations. 

For instance, in companies with over 
2,000 employees 16 out of a total of 48, 
or one-third of the companies reporting, 
show frequencies of less than five dis- 
abling injuries for each million hours of 
work while nine produce records three 
times as severe, with 15 or more disabling 
injuries for each million hours worked. 

Obviously, it doesn’t make any sense. 
Only one thing is certain. These high-fre- 


IT DOESN’T MAKE SENSE! 


641 





quency companies are primarily responsi- 
ble for the unfavorable showing of the in- 
dustry compared to the all-industry aver- 
age. Just in case some gas utility execu- 
tives may be preparing to send condolences 
to their electric friends, it should be put 
into the record that the gas industry pic- 
ture is no better than, if as good as, that 
of its electric cousin! 

The seriousness of the employee acci- 
dent picture in the public utility industry | 
is sobering. Realization that included in 
the injury picture for the industry in 1953 
are 133 employee accidents which resulted 
in death, plus many, many more which 
caused partial permanent disability, should 
focus attention on the question, “What 
can be done about it?” 

The accident prevention committee of 
the Edison Electric Institute has been 
straining every muscle to better this rec- 
ord. Techniques have been developed, pro- 
grams outlined, meetings held with engi- 
neering and other operating groups—all 
directed toward the elimination of the suf- 
fering and waste of human assets that go 
hand in hand with accidents. The atten- 
tion of executives of the industry has been 
called forcibly to the unfavorable record. 
The board of directors of the Edison Elec- 
tric Institute has given special attention to 
the problem. 


fins picture of wide variation in acci- 

dent incidence from virtually no acci- 
dents year after year for some companies 
to maximums of 20, 25, or 30 serious in- 
juries for every million hours worked in 
other companies, is still more astounding 
when consideration is given to but two fac- 
tors. First, the exposure to hazard is vir- 
tually the same in all companies, and sec- 
ond the techniques of preventing accidents 
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as well as standard protective equipment 
are available to all companies. In fact, the 
techniques recognized as basic are actually 
in effect in practically every electric utility. 

Why then this wide variation in accident 
frequency? 

Why can one company go year after 
year without any of its employees getting 
seriously hurt while others have a rate 
which is several times in excess of the in- 
dustry average. 

What is the “priceless ingredient” that 
makes a successful accident prevention 
program? 

A critical analysis of some of the com- 
panies with outstanding records points up 
several rather definite facts that appear to 
have a bearing on the accident rate. Sin- 
cere consideration of these facts by execu- 
tives of the companies with bad records 
should do much to improve their record 
and at the same time remove the stigma 
of high employee accident frequency from 
the industry as a whole. 


i is axiomatic that in those companies 

where a good record is the rule, the 
chief executive takes a personal interest 
and gives personal leadership to the effort 
to prevent employee injuries. While every 
chief executive will insist that he is inter- 
ested in this problem, it is doubtful if more 
than a few could score a passing grade on 
the following self-examination : 

1. How many letters have I written to 


= 


supervisors during the past year to either 
commend them for a good accident record 
or reprimand them for a poor record? 

2. How many times have I asked for a 
detailed report covering a disabling injury 
with recommendations for prevention of 
a recurrence of a similar accident? 

3. How many safety meetings have I 
attended? 

4. How many articles regarding acci- 
dent prevention have appeared over my 
name in company publications? 

5. How much space was given to em- 
ployee safety in the annual report to stock- 
holders? 

6. Have I determined whether the pres- 
ent safety program was adequate as to 
coverage, personnel, and administration? 

7. Have I given attention to the preven- 
tion of accidents comparable to the atten- 
tion I have given to financial matters, sales, 
physical facilities, public relations, etc? 

8. Have I taken a serious and sincere 
personal interest in employee safety and 
shown that interest by my action? 

9. Do I know my company’s accident 
frequency rate for the year to date? Last 
year? 

10. Do I know what accidents cost my 
company last year? 


AY” organization will attempt to reach 

the objectives set by its chief execu- 
tive. If he insists on good public relations, 
he will very likely get good public rela- 


“THE seriousness of the employee accident picture in the pub- 

q lic utility industry is sobering. Realization that included in the 
injury picture for the industry in 1953 are 133 employee ac- 
cidents which resulted in death, plus many, many more which 
caused partial permanent disability, should focus attention on 
the question, ‘What can be done about it?’” 
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tions. If he demands gold-plated service to 
customers, he’ll get that. If he harps on 
economy, his staff of executives and super- 
visors will strive for that objective. And 
if he wants a safe operation, he will get 
in all likelihood a safe operation. On the 
other hand, he won’t get what he doesn’t 
demand. His entire organization responds 
to his wishes and his leadership. Without 
a positive dynamic leadership in the field 
of accident prevention by the chief ex- 
ecutive, there simply will be no response 
from his organization. 

So the first requirement of an effective 
program in this field as in any other is 
active not passive interest and direction by 
the top man. Evidence of such interest will 
produce a “desire to do” and a pride in do- 
ing that which the boss wants through the 
entire organization. 

Too many safety engineers have been 
just that. They have labored under the 
erroneous impression that safety can be 
engineered—forgetting the human factor. 
They have attempted through safety rules, 
guards on machines, and protective devices 
to solve a problem that is 90 per cent a 
human problem. They have failed to realize 
that you simply cannot engineer safety. 
And that brings us to the second important 
fact that must be recognized if any acci- 
dent prevention program is to succeed. 


ee will reject any effort to 
convince him that the free enterprise 
system is good. A Democrat will not accept 
the philosophy of the Republican party, 
nor will the Republican accept that of the 
Democratic party. A Texan can see noth- 
ing good in “foreigners” from other states, 
but he is all ears if anyone says something 
good about Texas. Why? 
It is all a matter of attitude, and these 


IT DOESN’T MAKE SENSE! 


643 





attitudes are created by impressions from 
many sources. Training, association, past 
experience all create and fix these personal 
attitudes. 

The attitude of any individual causes 
him to reject certain philosophies and ac- 
cept others. His attitude makes him turn 
a deaf ear to some pleadings but to open 
his ears to other requests. 


_ Speen it is that if any individual or 
group of individuals has a negative 
attitude and antagonism toward an organ- 
ization or its leadership, they will have no 
part of any program of that organization 
or of its leaders. 

This holds true for any employee activ- 
ity. It is doubly true of any program that 
affects the individual employee. So long as 
distrust, suspicion, or enmity exists in the 
group it will buy no part of anything that 
management wants to sell. 

It is fundamental that to get full co- 
operation there first must be a receptive 
attitude. That attitude is created by those 
conditions which surround the individual’s 
work life. It is the result of over-all com- 
pany policies, the type of treatment given 
employees and the relationship between 
supervisor and worker. 

Examination of all company policies to 
determine their fairness to all employees 
and all groups must go hand in hand with 
plans to prevent accidents. Odd as it may 
seem, men resent even efforts to protect 
them if these efforts are made in a nega- 
tive atmosphere, but accept them if the at- 
mosphere is favorable. 

It is the old story of team activity. The 
same team will win or lose depending on 
the attitude of the individual players. Lack 
of confidence, internal friction, doubt of 
leadership will result in defeat after defeat 
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The Negative Employee Attitude 


ce oe it is that if any individual or group of individuals has a nega- 

tive attitude and antagonism toward an organization or its leader- 

ship, they will have no part of any program of that organization or of its 

leaders. This holds true for any employee activity. It is doubly true of 

any program that affects the individual employee. So long as distrust, 

suspicion, or enmity exists in the group it will buy no part of anything 
that management wants to sell.” 





where confidence and an “up and at ’em” 
attitude will make a winner of a team that 
is studded with mediocre players. 


HE development of a favorable atti- 

tude among employees rests to a large 
degree on the day-to-day relationship be- 
tween individuals and their immediate 
supervisors. There are supervisors for 
whom men will do the impossible and there 
are others who get nothing but abuse from 
their men—figuratively a shot in the back. 
It would seem, therefore, that the next 
point of attack in solving the problem of 
high accident frequencies rests in the se- 
lection and training of supervisors. The 
day when the big boss can say, “Well, fore- 
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man John retires tomorrow, Pete, you’re 
next in line, you take over,” is past. 

Realization must come that the best 
worker or the worker with the most years 
of service will not of necessity make the 
best foreman. The qualifications necessary 
to lead men, to get co-operation and team 
play are not the same qualifications that 
make a man stick to one company for a 
quarter of a century or make him a con- 
scientious and careful worker. 


. einen must be selected for the job 

of supervision. Knowledge of what 
makes men tick emotionally is just as im- 
portant as knowledge of the technical as- 
pects of the job. The technique of leader- 





















































ship—of getting men to want to produce— 
of creating a smooth-running team—are 
more important than the technical abili- 
ties required to connect a transformer or 
phase in a generator. 

Given good material in a supervisory 
position, a planned training program can 
furnish much of the knowledge necessary 
to carry out the function of leadership. 


Mss are not born with the knowledge 
of how to get along with people or 
how to manage others. Training is neces- 
sary to develop in the leader a superior 
knowledge and understanding of employee 
objectives, needs, desires, and reactions. 
The supervisor must be taught the fine 
points of effective methods of handling 
grievances and settling them in a satisfac- 
tory manner. He must learn when and how 
to criticize or to reprimand. He must know 
the art of giving praise without flattery. 
He must understand how to make each 
man feel that he personally is an impor- 
tant part of the team and to create in each 
employee of the organization a will to 
reach objectives which the supervisor sets. 
He must acquire the techniques of com- 
munication—the know-how of giving in- 
formation in an effective way and of re- 
ceiving information that is vital to his op- 
erations. 
Only through planned training can this 
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kind of leadership be developed and only 
with this kind of leadership will a favor- 
able and receptive attitude be created. 
There is no substitute or magic formula 
that can replace the day-to-day relation- 
ship between the boss and his men. 


| analy has been said in this article 
regarding the technical aspects of 
accident prevention. 

Certainly any program must include all 
the safety devices that are recognized as 
necessary adjuncts to good operations— 
line hose, insulator boards, rubber gloves, 
sleeves, grounding equipment, hold cards, 
hot line tools, hard hats, and many other 
items are in the category of basic essen- 
tials to the protection of employees. They 
must be used. It is not the purpose of this 
presentation to discuss these technical as- 
pects of safety engineering. It has long 
been proven that these physical devices in 
themselves cannot give adequate protection 
against the hazards incident to electric 
utility operations. Over and above these 
devices must be spread the human factor— 
the missing link—the priceless ingredient 
of human understanding through which is 
developed co-operation, receptive atti- 
tudes, and esprit de corps. This human un- 
derstanding is the leavening which must be 
present if the accident experience in the 
electric utility industry is to improve. 





aa has been the history of electricity that its conveniences and 
work-saving characteristics are so great that, in good years 
and bad, there has been a constantly increasing demand for it in 
the home and factory and on the farm. All the evidence, at this 
date, points to a continuing increase in the use of electricity for 
many years to come.” 


—Excerrt from 1953 annual report, 
Union Electric Company of Missouri. 
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Tribute to Edison 


agent Dwight D. Eisenhower led 
the nation in paying tribute to the 
memory of Thomas A. Edison on the 
seventy-fifth anniversary of the discovery 
of the incandescent electric light. Because 
of the pressure of the President’s duties, 
his appearance on the program of the Dia- 
mond Jubilee of Light was recorded on 
film in advance of the ceremony broadcast 
from Hollywood, California, on October 
24th. Actually, the discovery of the light 
bulb filament is historically recorded as 
October 21, 1879, following long and 
arduous experiments by the inventor at 
his laboratory at Menlo Park in New 
Jersey. 

Some 300 electric utility companies and 
organizations of the electric industry par- 
ticipated in the celebration, which was 
simultaneously conducted in more than 
1,200 cities and towns throughout the 
United States. A large cast of Hollywood 
stars was assembled by David O. Selznick, 
producer of the 2-hour, 4-network tele- 
vision program, entitled “Diamond Jubilee 
of Light,” including such outstanding per- 
sonalities of the stage and screen as Wal- 
ter Brennan, Joseph Cotten, Dorothy 
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Dandridge, Brandon de Wilde, Eddie 
Fisher, George Gobel, Helen Hayes, Guy 
Madison, Thomas Mitchell, David Niven, 
and Kim Novak. 

The Diamond Jubilee Committee, an 
all-industry body, was headed by Charles 
E. Wilson, former president of General 
Electric. 

The celebration lasted three days in all, 
following the actual anniversary on Octo- 
ber 21st, so that the national television 
broadcast feature would not interfere with 
local jubilee celebrations. Thousands of 
jubilee luncheons and dinners were held 
on the actual seventy-fifth birthday of the 
electric bulb. Gwilym A. Price, president 
of Westinghouse, spoke at a jubilee lunch- 
eon in Chicago. Charles McConnaughey, 
chairman of the Federal Communications 
Commission, was the jubilee speaker at a 
civic banquet at Nela Park, Cleveland. 
James H. Jewell, president of the Nation- 
al Electrical Manufacturers Association, 
spoke at a jubilee banquet in New Orleans. 
A Los Angeles jubilee luncheon heard 
Sylvester Weaver, president of the Na- 
tional Broadcasting Company. 

At least twelve new electric plants were 
dedicated, literally from Maine to Califor- 


























nia. At Veazie, Maine, the Bangor Hydro- 
Electric Company inaugurated its new 
plafit, while at Pittsburg, California, the 
Pacific Gas and Electric Company was 
the celebrant. At St. Louis a new light- 
ing system for the well-known Milles 
Fountain was dedicated, while at Ft. 
Myers, Florida, the Edison winter home 
was kept open for a week of public in- 
spection and reverence. In the High Si- 
erras of California a power reservoir was 
named “Lake Thomas A. Edison.” 


* 


The New Court Term 


| rome the first two weeks of its Octo- 
ber term, the U. S. Supreme Court 
boiled down a heavy docket of hundreds 
of appeals filed since its recess last June. 
Comparatively speaking, however, it 
looked as if there would not be very many 
momentous cases decided of special inter- 
est to public utilities. But this is only a 
case of first impression, based on the an- 
nual fall cleaning of the filing docket in 
which the great majority of petitions for 
review are denied. It is quite likely—in- 
deed quite probable—that more important 
utility cases will be filed for review or 
certiorari during the coming term, some 
of which are now in the lower courts or 
about to be decided by the highest state 
courts. 

Of more than 300 petitions disposed of 
during the first week, only one positive 
petition for review of a case involving a 
public utility company was granted. This 
was an appeal by the Securities and Ex- 
change Commission from a lower court 
ruling to the effect that the Securities and 
Exchange Commission has no jurisdiction 
over a public utility company’s payment 
to financial advisers for services rendered 
during a subsidiary’s reorganization. The 
respondent in this case was Drexel & Co. 

There were some noteworthy negative 
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rulings, however, among the large num- 
ber of petitions and appeals on which the 
court denied further review. Most impor- 
tant, from the standpoint of general in- 
terest in regulatory circles, was the ex- 
pected action of the court in denying a 
petition for rehearing in the controversial 
Phillips Petroleum Company Case. This 
action of the court leaves intact its cele- 
brated decision of June 7, 1954, requiring 
the Federal Power Commission to take 
jurisdiction over independent natural gas 
producers on the theory that they are 
“natural gas companies” as defined by the 
Natural Gas Act of 1938 (3 PUR3d 129). 

The refusal of the court to reopen this 
case caused no surprise, in view of the 
positive position taken by the majority in 
the original 5-to-3 decision. The final ac- 
tion of the court in denying the petition 
for rehearing does, however, clear away 
the last procedural formality, and will 
probably open the door to a renewal of the 
demands of Congressmen from producer 
states for legislative amendment of the 
Natural Gas Act in the next session of 
Congress. 

In another gas case the court refused 
to review an appeal taken by the Colorado 
Interstate Gas Company on grounds that 
the amount of return allowed by the FPC 
on a rate increase petition was unfair. 


rN interesting electric rate case involv- 
ing two utility companies—the elec- 
tric utility and one of its largest customers, 
the local transit company in the District 
of Columbia—was denied further review 
upon petition of both parties. The two 
utilities taking crossappeals from the de- 
cision of the court of appeals for the Dis- 
trict of Columbia circuit were the Potomac 
Electric Power Company and the Capital 
Transit Company. 

The lower court had ordered the Dis- 
trict of Columbia commission to consider 
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the rate increase on the basis of allocating 
expenses, revenues, etc., between the Dis- 
trict of Columbia and neighboring Mary- 
land service areas instead of on a system- 
wide basis. The electric company appealed 
on grounds that the District of Columbia 
commission’s original system-wide rate in- 
crease was proper. The transit company 
appealed on the grounds that the lower 
court should have set the increase aside 
entirely instead of sending it back for fur- 
ther proceedings on allocation. Both ap- 
peals were denied a review last month. 
The commission was expected to proceed 
with its review of the 1951 order on the 
basis of territorial allocation. 

In several other cases involving rulings 
of the Securities and Exchange Commis- 
sion, the court denied further review. One 
of these (Johnson v. Securities and Ex- 
change Commission) refused intact a low- 
er court ruling that a committee of stock- 
holders is not entitled to a larger com- 
pensation for its professional advisers 
than the amount allowed by the SEC. 

In two other dissolution cases under the 
Holding Company Act, the respective 
holding companies lost their attempts to 
collect legal expenses from subsidiaries 
which they helped to reorganize. In a brief 
order, the U. S. Supreme Court left stand- 
ing two lower court decisions upholding 
SEC rulings against the United Corpora- 
tion (United Corp. v. Securities and Ex- 
change Commission) and the Standard 
Gas & Electric Company (Standard Gas 
& Electric Co. v. Securities and Exchange 
Commission ). 


> 
REA Developments 


HE Rural Electrification Administra- 
tion has under study a plan which may 
result in loans up to $40,000,000 to four 
“super co-ops” in the Colorado-Nebraska- 
Wyoming area. The loans would be for 
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steam-generating facilities designed to 
meet the shortage of hydroelectric power 
in the area. The four “super co-ops” in- 
volved are Tri-State Generation and 
Transmission Association, Colorado-Ute 
Electric Association, Tri-County Electric 
Association (Wyoming), and a group of 
southeastern Colorado power distribution 
co-ops which would be joined to form a 
single agency. 

“Without question, the area needs help,” 
REA Administrator Nelsen said in dis- 
cussing the proposal. He noted that Tri- 
State is now entirely dependent on hydro- 
electric power. “With the western water 
situation what it is,” Nelsen said, “‘it is 
more and more apparent that other power 
sources will be needed.” 


pene on nuclear power genera- 
tion will be given to REA co-ops as 
soon as available. This was the outcome of 
a meeting last month between Atomic En- 
ergy Commission officials and an advisory 
committee of REA. The meeting was ar- 
ranged by REA after several co-ops had 
expressed an interest in producing atomic 
power. The Plains Electric Generation 
& Transmission Co-operative at Albu- 
querque-Algadones, New Mexico, already 
has filed an informal proposal for AEC 
authority to build a nuclear plant under 
terms of the new atomic energy law. 
Commenting on the conference with 
AEC, REA Administrator Nelsen said 
co-op borrowers “wish to follow closely 
the developing application of atomic en- 
ergy to economic power production” and 
“make available this new (fuel) source 
of electric energy to the farms of Amer- 
ica at the earliest practicable time.” Nel- 
sen said he was given assurances that close 
REA-AEC liaison will be maintained. 
Five REA staff members have already 
been cleared for AEC classified informa- 
tion on power development programs. 





Wire and Wireless 


Communication 


USITA Head Sees Record 
Growth of Independent 
Phone Industry 

HE record of the telephone business 

indicates that no saturation point in 
the use of telephones has ever been reached 
and is not presently in sight. On the con- 
trary, the full potential of telephone serv- 
ice, per subscriber, has not even been 
seriously approached, and no one knows 
at this time how much service the industry 
will be able to give to the present sub- 
scriber. These were the challenging 
thoughts discussed in an address to the 
United States Independent Telephone 
Association’s fifty-seventh annual conven- 
tion, held in Chicago last month. The 
speaker was Warren B. Clay, who has 
served as president of the association for 
the past year. 

The independent telephone industry has 
much reason for satisfaction in the role 
it has played in the entire industry’s proc- 
ess of growth, Clay said. He cited the 
statistical record for class A, B, and C 
companies compiled and published by 
USITA for the calendar year ending 
December 31, 1953, which clearly indi- 
cates the strides made just in the 5-year 
period since 1949. “Based on returns from 
reporting companies, which we have rea- 
son to believe parallels, in a general direc- 
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tion, the experience of the entire inde- 
pendent telphone industry, we see here a 
5-year increase of 35 per cent in the num- 
ber of telephones, 65 per cent in the dollar 
amount of wages paid to employees, and 
72.5 per cent in additional capitalization 
obtained for investment,” Clay stated. “In 
other words, our business is growing, the 
number of employees and investors is 
growing. If we extend our comparative 
range back as far as 1944, we find that 
the number of independent company tele- 
phones has more than doubled in a single 
decade—from around four and a quarter 
million in 1944 to an estimated total of 
almost nine and a quarter million as of 
the end of 1953.” 


_—- pace of independent company sta- 
tion growth over a 20-year period has 
been in the order of 135 per cent, Clay 
reported, or more than five times the rate 
of growth of the national population dur- 
ing the same period. With respect to fu- 
ture growth, the geographical location of 
independent companies is significant. Ex- 
cept for a few large metropolitan com- 
panies, independent telephone companies 
serve mostly in the rural and suburban 
areas, in small towns and cities. It is pre- 
cisely in these areas where the relative 
growth of population during the past few 
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years is exceeding the rate of growth with- 
in the older and larger cities. Clay noted 
that the prevailing trend of population, 
and of business and industry in many in- 
stances, is more and more to the suburb, 
to the satellite cities, and fringe areas. “In 
other words,” he stated, “we must look 
forward to the likelihood that future 
population growth will take place, to a 
relatively larger extent, in areas now 
served by independent companies, than in 
many areas now served by Bell system 
companies.” 


ee matter affecting the independ- 
ent telephone industry concerns the 
somewhat misunderstood factor of corpo- 
rate organization. Despite all the figures as 
to growth of business, the total number 
of independent companies is not growing. 
This has given rise to fears that the inde- 
pendents are not holding their own. “The 
true fact,” said Clay, “is that much more 
business is being done. It may have to be 
done by fewer companies than in the past. 
This is not a new phenomenon by any 
means. It is a pattern of gradual and 
voluntary consolidation into larger corpo- 
rate units, which has been going on for 
half a century or more.” 

Clay pointed to the automotive industry 
as the best example of this trend. Starting 
at the beginning of the century, when the 
automobile was little more than a glorified 
horseless carriage, there have been hun- 
dreds of different makes and manufac- 
turers which have gradually consoli- 
dated under vigorously competitive cir- 
cumstances. 

“In our utility business,” said Clay, 
“where there was and is no direct com- 
petition, there has been no need for such 
a drastic reduction in the number of oper- 
ating companies. But even here changing 
‘economic conditions have had the effect 
of producing voluntary consolidations 
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over a period of years. . . . It is only 
natural, of course, that the noticeable de- 
cline of independent telephone companies 
should give our membership some con- 
cern. But it is an economic fact, and as 
such it should be considered. It might be 
of passing interest to note that despite 
the great drop in electric utility establish- 
ments from the peak period around 1920 
(when there were over 6,500) to a low 
point of less than 3,500 in 1932, the total 
number has remained fairly constant since 
that time. So, it may well be that we are 
going through an economic sweating-out 
period, which will run its course when our 
company organizations have reached the 
point of practical adjustment in relation 
to economic and efficient operation.” 


Peal warned that if the independents 
are to share in the favors and benefits 
of the great American buying power, they 
are going to have to produce and sell a 
service which will win its own way. “Let 
us forget about our so-called ‘monopoly 
status,’ ” he declared. ‘““That is, at best, only 
a territorial right to operate. The tele- 
phone man who relies on his mere area 
monopoly to get his share of the future 
market is going to wake up some day and 
find he has the wrong number. It is a com- 
petitive world we will have to do business 
in from now on. And it is only restating 
the obvious for me to remind you that the 
best kind of competition comes from those 
who are best able to compete.” 


Officers for the coming year are: presi- 
dent, Donald H. Campbell, president, 
Rochester Telephone Corporation; first 
vice president, M. M. Hale, Rochester, 
Indiana; second vice president, D. C. 
Power, New York, New York; third vice 
president, C. W. Haas, Big Timber, Mon- 
tana; executive vice president, Clyde S. 
Bailey; treasurer, Carl D. Brorein; and 
secretary, George C. Richert. 

















Financial News 
and Comment 


By OWEN ELY 


More Liberal Deprectation 
Rules under New Tax Code 


| addition to the accelerated 5-year 

amortization permitted for portions of 
new utility plants on which certificates of 
necessity have been granted, the new In- 
ternal Revenue Code of 1954 contains new 
and liberal methods of depreciation which 
are of interest to the utilities as well as to 
other industries. As was the case with ac- 
celerated amortization, Congress’ aim in 
providing the new methods was obviously 
to help finance plant expansion and new 
construction. The new provisions are gen- 
eral in application, and no special permis- 
sion is necessary (as with 5-year amortiza- 
tion) to put them into effect. 

Two new depreciation methods have 
been set up for possible use in tax returns 
—the “declining balance” and the “sum of 
the years’ digits” plan. Adoption of these 
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new methods will raise various questions 
regarding regulatory, accounting, and tax 
policies. And the utility analyst will now 
have to cope with four or five methods of 
depreciation—straight-line* or compound 
interest for reports to stockholders as at 
present, and accelerated amortization plus 
one of the two new methods in the tax re- 
ports—with the latter methods also re- 
flected in the stockholders’ reports through 
tax deferrals and reserves. 

The tax department of Ebasco Services 
has recently prepared a 47-page brochure 
under the heading “Effect of Liberalized 
Methods of Depreciation under the In- 
ternal Revenue Code of 1954 on the Elec- 
tric and Gas Utility Industries.” The pres- 
ent discussion is largely based on this ex- 
cellent study. 





































HE new methods are available only 

with respect to new plant on which 
construction began in 1954, and the new 
property must have a useful life of three 
years or more. Application of the new tax 
methods in the reports to the Treasury 
Department will result in heavier deduc- 
tions for depreciation in the early years of 
service life (as compared with straight-line 
depreciation), with correspondingly small- 
er accruals in later years. Thus, income 





*Under pressure from the Federal Power Com- 
mission the straight-line method has now come into 
general use. 
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taxes will be partially postponed, though 
tax deferrals will be much smaller than 
with 5-year amortization. 


[’ the company elects to use the declin- 

ing balance method (DcB) it may then 
return to a straight-line method at any 
time. Different methods may be used for 
different portions of the property—such as 
one method for buildings and another for 
machinery. Moreover, the new methods 
can be applied to that portion of an emer- 
gency facility which has not been certified 
for 5-year amortization. Thus, the combi- 
nation of methods in the table below might 
be used, according to Ebasco. 

The table on page 653 gives a compari- 
son of annual and cumulated depreciation 
rates under the four possible methods, for 
typical years and assuming a 40-year life. 

Under the declining balance method the 
company may deduct up to double the 
straight-line amount for the first year only, 
but in the second year this rate is applied 
only to the net balance, so that the net effec- 
tive rate declines steadily. Also, estimated 
salvage is not deducted in setting up the 
original amount to be depreciated. Under 
this method, with an average service life 
of thirty-three years, the annual deprecia- 
tion would equal that of the straight-line 
method in the twelfth year and thereafter 
becomes progressively smaller. The effects 
on income tax payments would, of course, 
be the reverse—greater in the early years. 

The property will never be fully depre- 
ciated by this method, however. When 


Property 


(1) Property 50 per cent certified as an emergency 
facility attributable to construction prior and 
subsequent to December 31, 1953. 


(2) Property (uncertified portion) attributable to 
construction prior to December 31, 1953. 


(3) Property (uncertified portion) attributable to 
construction subsequent to December 31, 1953. 
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about half the estimated service life has 
expired, depreciation will approximate 64 
per cent, and at the end of the estimated 
life about 87 per cent. (These percentages 
would be only slightly higher in the case 
of property with a shorter service life.) 
Thus, it might be advisable to switch over 
to the straight-line method in about the 
second year of the half-life, in which case 
it is estimated that the new straight-line 
rate would be about 70 per cent of the orig- 
inal straight-line rate. 


f pan “sum of the years’ digits” (SYD) 
method means the application of de- 
preciation rates which are progressively 
lower each year. The rate for any year can 
be determined roughly by dividing the re- 
maining number of years of estimated use- 
ful life (including the current year) by 
the number of years of the entire life, and 
applying the fraction to the rate for the 
initial year. (Actually, the rate is some- 
what more complicated, requiring the use 
of algebraic formulae.) Under this meth- 
od, depreciation accruals are greater than 
straight line during the first half and lower 
in each subsequent year. This method is 
more liberal than the declining balance 
method and correspondingly permits 
greater tax savings. Assuming a service 
life of thirty-three years, the depreciation 
accruals would amount to nearly 75 per 
cent in the first half of estimated life 
against 64 per cent under the declining bal- 
ance method and 50 per cent with the 
straight-line method. Moreover, it fully 


Method of Depreciation 
Fifty per cent over five years as an emergency 
facility (§ 168). 
Straight-line method (§ 167). 


(1) Straight-line method, or 
(2) Declining balance method, or 
(3) Sum of the years’ digits method. 























depreciates the property at the end of the 
service life. The chart on page 655 shows 
the growth of accumulated tax deferrals 
for a hypothetical company under the two 
methods. 

While other specially devised methods 
of liberalized depreciation might be per- 
mitted under the code, these are limited by 
the provision that depreciation accrued 
during the first two-thirds of useful life 
should not exceed that under the DcB 
method. The SYD method, which is not 
subject to this limitation, seems most ad- 
vantageous—although once the utility has 
adopted this method it must stay with it, 
since it cannot change over to StL. 

The code also permits the use of older 
methods which were alternatives to the 
straight-line method, such as the sinking- 
fund method. The latter method makes 
larger accruals to the depreciation reserve 
in later years rather than in earlier years, 
and hence would not have any favorable 
tax angle, although some companies might 
prefer to use it for their stockholder ac- 
counting. 


Fr an accounting angle, the SYD 
method involves the use of complex 
formulas in the case of group depreciation. 
These formulas are discussed in Appendix 
A of the Ebasco study. However, the 
method of maintaining property records 
would not differ materially from those 
now in use. It will be necessary, of course, 
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to segregate the properties which are sub- 
ject to different kinds of depreciation 
methods. Utilities which have not been re- 
quired to maintain the so-called ‘“‘continu- 
ing property records” will, however, have 
to set up more detailed records for new 
additions to existing property, or new 
units. These records should prove valuable 
for rate-making as well as income tax pur- 
poses. 


oe again to the chart (for a de- 
scription of the hypothetical company 
see pages 8 and 9 of the Ebasco study), it 
may be noted that while there is only a 
slight advantage in the SYD method over 
the DcB method at the end of a 10-year 
period, from there on the advantage in- 
creases more rapidly so that at the end of a 
33-year estimated life the accumulated tax 
deferrals under SYD would exceed $18,- 
000,000 compared with $13,000,000 under 
DcB. 

Thus, there would be some $5,000,- 
000 more available to use in reduction of 
the amount of equity financing which 
would otherwise be necessary to maintain 
the equity ratio at a fixed percentage. As 
compared with the StL method, this ad- 
vantage is far greater—the necessary 
amount of common stock sales over the 
period is reduced from $28,700,000 on an 
StL basis to only $10,600,000 on an SYD 
basis. (See table on page 13 of brochure. ) 
These calculations are based on using the 


COMPARISON OF ANNUAL AND CUMULATED DEPRECIATION RATES 
UNDER FOUR METHODS ASSUMING 40-YEAR LIFE 


Rate of Accrual 


Cumulated Rate 








Sti: AA DcB 
Cae (| 2.50% 20% 5.00% 
ut) Cr 2.50 20 4.07 
MOTEAN ie Seis oss 2.50 — 3.15 
ree Cc: a rr 2.50 — 1.89 
Be oo 2.50 — * 
AOU NCAT osc kscccaiva 2.50 — * 





SYD StL AA DcB SYD 
4.88% 2.50% 20% 5.00% 4.88% 
4.39 12.50 100 22.62 23.17 
3.78 25.00 - 40.13 43.29 
2.56 50.00 _— 64.15 74.39 

. 75.00 _ 78.54 93.29 

aa 100.00 — 87.15 100.00 


StL—Straight-line Method. AA—Accelerated Amortization. DcB—Declining Balance Method. SYD— 
Sum of the Years’ Digits Method. *Not Reported. 
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SYD method for only 40 per cent of ad- 
ditions; if applied to 100 per cent of new 
property, and if the end of the period alone 
were considered, it is estimated that no 
common stock financing at all would be 
required. 

While as a practical matter it would 
be the intermediate points which set the 
requirements for new common stock, nev- 
ertheless the SYD method would greatly 


& 


X 
reduce the required amount of equity 
financing. 


f penn SYD method is thus undoubtedly 
more advantageous than any other 
method from the standpoint of tax defer- 
rals, and would reduce as much as possible 
the need for equity financing. On the other 
hand, if the utility executive is concerned 
over possible future changes in regulatory 


NEW YORK BROKERS’ UTILITY ANALYSES* 


Company Analyses 


N 
Firm Pa 


2° 


es Issued 


+) 


(ee CS, CT. 2) 2 | aa a Se he (ic £ . © ee 3 Sept. 
Asivona Pislic Servite .......50 000 c0s0c0s' Carl M. Loeb, Rhoades & Co. .......... 6 Oct. 
ee OS OS errr er rrr. nie Soe See era 1 Aug. 
AGERIEEAN EE SONNE WIEBE 5.0.5 500005 0:09445008105 Paine, Webber, Jackson & Curtis ........ 2 July 
Conepiadated PAMGON <6 ...4 2.06. ccedscccecss Argus Research Gorperation: ....6.8525. 4 Aug. 
LO ee Argus Research Corporation ........... ? July 
Duquesne Light ............ Fee Argus Research Corporation ........... 2 Sept. 
oo BC gy 8 Ee rr rr Argus Research Corporation ........... ? Oct. 
RGIME SOUMRES RITRNORS 5 oss oon one ccsceaccsene Argus Research Corporation ........... 2 Oct. 
PSO PURINE AGB S.55ois cc csaccassncaives Paine, Webber, Jackson & Curtis ........ 2 Aug. 
LOY ss 0 ae errs Argus Research a Phe kelecsaes 4 Aug. 
SUMNES EMIT NOD is sicsscscsscccswsssoaweses 6 OC 2 6 i eae 4 Oct. 
SI EE EMO oo ac 5 snes ccsseeevacnns Paine, Webber, linine Oe CandS 2.545. Z Aug. 
LO go ag | a rr Thomson & McKinnon Es aaohs Cues e sep 1 Sept. 
See SB Sl Or SOO AE ROD 55's 614.6 60's 0:60:64 0'w 5s 0 4 550.0% 4 Sept. 
Middle South Utilities ..................... Cer ED 2, COE ae a ee ere 3 Oct. 
DMEM RR ENON, cco kcbsssscwsss donadeseee I NINE, coisa ccesecsscersees 4 Oct. 
PPCNNEIOCTED NUNNE ASAE 65666565 0ssesccawcees ey OR. oe Oe ©, CC eres 2 July 
Northern States Power ............cssccesed Argus Research Corporation Se Auten oes 2 Aug. 
ell go 2 2! er rr ee A. C. Allyn & Company, Inc. ............ 12 Aug. 
Puset Sound Power & Lt...............00.000 Oe Ee 2 CS er errr ree 2 Sept. 
Rochester Gas & Electric ...........00000% Reynowds @& Gomipatiy ..........020606. 1 July 
id; SORMOEMIR SINDC: WE NGOS 6 225500 sseieacaeews eS oo 2 Ca re eer ea are ae 1 Oct. 
ben, SGapolena’ Boe, Or WSS oo sis sss ces sscissee Argus Research Corporation ........... ? Aug. 
Southern Colorado Power ................ SGpN Ee MODINE 5 ois 00152050054 sees 2 Sept. 
SEND ROI 5555 ses.bos es soe usesvan DENIAL AO hc obs Aiwa veeleeasises 4 July 
Southern Nevada Power ...-+.........+02: See NET BGO. sos os 1510-5 000-054 5:04 2d 4 June 
aemat Tower Gf LAGE oo 3s0.50600s.00008 Model, Roland & Stone ............... 6 June 
UO OS C0 ee ee eres Argus "Research Corporation ............ ? July 
Washington Water Power ................. ONT MSD: sa aiucsss see sined+csew lees 4 Sept. 
fee gn yD cel, a ee Josephthal ee eka ties A Aug. 
Wisconsin Power & Light ................. LE "eC A eae oor ree 3 Sept. 
Regular Bulletins and Tabulations 

SOY NING 2 5s aos 2a sb daaisks seeeueee's First Boston Corporation .............. 4 July 
Monthly Review of Utility Developments . a Bs cick ans sSlenleaig aaiereurs 4 Oct. 
Public Utility Common Stocks ...........06 CY BCD 22. eee 2 Aug. 
Pepic Wality Bulletin -..........0.00..0ss0000 Eastman, Dillon & Co. ...........0e00- 10 Oct. 
Electric Utility Companies— 

Comparative Data in Regional Groupings .. Carl M. Loeb, Rhoades & Co. .......... 16 Aug. 
Natural Gas Companies—Comparative Data .. Carl M. Loeb, Rhoades & Co. .......... 16 Aug. 

Other Bulletins on General Topics 

Growth Utilities in a Growth Industry ...... ROMS MRE RO rb Sie sais sdb 's'o avai avis ole 7 Aug. 
Electric Utility Operating Cos. ............. PACTUAL, TUOVES REGO, 6556 6:6 0.05:0 000.05. 4 Sept. 





* Similar lists have appeared in the July 22nd and March 18th issues, and in the 1953 issues of 
November 19th, September 9th, June 4th, and February 26th; also in preceding years, 


NOVEMBER 11, 1954 654 











= 
z 
tl 
= 
Ps 
8 
= 
< 
3 
bo 
Z 
= 
O 
< 
z 
ine 


PaqDs40g40IUy SaIusaS oISvQA ‘a24n0S 





(u0340;90g ap x03 fo Spoyzow paz04912990 03 zoafqns suotz+ppD {0 On) » 
WOILYYSdO 40 YVSA 


02 


st OL S 














1S6 SIs 























BONS TRE OOS 









































(840110@ {0 Spunsnoys) 


SLISIG .SYV3A 3HL JO WS RSS 


39NV IVE ee eee 


NOILVIQ3¥d3ad 40 -SGOHLIN 





wANVAHOD TVOILSHLOdGAH 3HL 403 
S$1VYYIIIO XVL GILVINWNIDV 40 HLMOYS 














NOVEMBER 11, 1954 











policy, etc., he may prefer to retain the 
greater flexibility of policy permitted with 
the DcB method, which can be changed to 
StL whenever desired. 


O' course, the question of a future in- 
crease or decrease in the federal cor- 
porate income tax rate also enters the pic- 
ture. If a sharp reduction in the tax rate 
should occur in the next five or ten years, 
the advantages of tax deferrals will be in- 
creased ; on the other hand, if World War 
III should eventuate, with a still higher 
corporate rate or a return of EPT, tax 
deferrals would obviously be disadvan- 
tageous. This is a “calculated risk” the 
utility must take. 

In considering the advantages to be ob- 
tained from tax deferrals, one approach 
is to estimate on a discount basis the net 
present value of the results obtainable from 
each method. In the case of the hypotheti- 
cal company referred to in the Ebasco 
study, with net property additions of 
$188,367,000 over a 33-year period, it was 
estimated that with the present tax rate 
the aggregate present value of the tax de- 
ferral would be $13,186,000 if computed 
over the full life of each year’s additions. 

The decision whether to use one of the 
new accelerated depreciation methods (for 
tax returns only) will doubtless be largely 
determined by the policy of the local regu- 
latory agency. Obviously, if the regulatory 
authorities insist that the benefits of cash 
savings from tax deferrals should be con- 
sidered the property of consumers, and 
hence to be devoted to reduction of rates, 
the utility management will think twice 
about using the new methods, even though 
they might otherwise prove of general 
benefit to both consumers and stockhold- 
ers. 

Another question would be how the 
balance sheet reserves for deferred taxes 
would be considered in relation to surplus 
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and to the rate base. However, the use of 
accelerated amortization for tax purposes 
in recent years has paved the way for use 
of the new methods, and it appears likely 
that the commissions will in general follow 
the same policies and accounting regula- 
tions as they have with respect to AA. 


* 


Due Diligence Meetings 
Should Be Held Earlier 


. apparently has become customary to 
fix the date of a due diligence meeting 
only two or three business days before the 
date of the competitive bidding. Thus with 
competitive bids scheduled to be filed on 
Tuesday noon, the information meeting 
is frequently set for the preceding Thurs- 
day or Friday. 

This may suit the convenience of com- 
pany officials who wish to spend the week 
end in New York and stay over for the 
bidding, but it does not seem practical from 
the utility analyst’s point of view. An im- 
portant preliminary in the bond-selling 
program is to distribute a sales memo to 
the staff of the banking house. Frequently, 
the information obtained in the due dili- 
gence meeting would be of great value if 
it were summarized for use in the sales 
memo by those who attend the meeting. 
But usually this memo must be prepared 
further in advance. Some houses want it 
drafted at least a week early, so that it can 
be mimeographed and distributed to reach 
branch offices four or five days before the 
bidding date. Thus, the sales staff can fa- 
miliarize themselves with the background 
information summarized from the pro- 
spectus, have an opportunity to appraise 
the new security in comparison with simi- 
lar issues, and then contact customers in a 
preliminary way—as permitted under the 
new SEC rules. 

Accordingly, it would seem worth while 
for utilities which are issuing securities 




















either to set their information meetings at 
an earlier date (preferably a week or ten 
days in advance of the bidding) or to sup- 
ply members of bidding groups at that time 
with any special literature, earnings esti- 
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mates, etc., which would become available 
at the meeting. In any event, the tendency 
to hold the due diligence meetings one or 
two business days before the bidding ren- 
ders it relatively useless. 


ELECTRIC UTILITY STATISTICS AND RATIOS 








Per Cent Increase 
Unit Month Latest Latest Latest 
Latest 12 Mos. Month 12 Mos. 
Operating Statistics 
Output KWH—Total (July) ............ Bill. KWH 40.1 451.6 5% 9% 
Hydro-generated ......... a 88 “= — 
Steam-generated ......... 5 31.3 — 7 _- 
CO PG 2 ae Mill. KWH 97.0 — _— 13 
BAe POA IRT AY) 66 sinceieres 0 ois odie 0s/sie'sier ee 74.0 — 5 —_ 
Fuel Use (February) : Coal:......6..56000% Mill. Tons 9.4 — D2 a 
Oe rrr Mill. Mcf 127.4 — 16 — 
Co reer e Mill. Bbls. 44 _— D30 — 
MED AU OO LOCIG I ave caves Wins oN Siaeie: 10 os ss aslnces Mill. Tons 45.1 — 4 — 
Customers, Sales, Revenues, and Plant (July) 
KWH Sales—Residential ............... Bill. KWH 6.2 76 13% 11% 
(Cori) co) | i 5:2 56 9 8 
PIER EDIRRIN saraie io iate-ctocoreic Seoss a. . 11.9 147 DS D2 
MOtal Ine, MASG. oss ccccos rs 30.0 359 2 3 
Customers—Residential ................-. Mill. 32.8 a 3 3 
CRS EICE SS: [SRO a ea 4.6 _— 2 2 
MTIESEDIA Mea coraicieiee «6 gieeisosieiets 4 5 — 2 2 
POtale INCE QUES 6 6.6 s0:cces oe = 40.2 — 3 3 
Income Account—Summary (July) 
Revenues—Residential ..................- Mill. $ 177 2,123 12% 10% 
(Clo tritt|erttl | Un ee i aaa 133 1,483 8 7 
WESII AE Herr Weianc te teiee ss ee 140 1,697 D2 1 
Total, Incl. Misc. Sales ....... ss 499 5,833 6 6 
Sales to Other Utilities ........ “ 35 423 1 1 
0 VET ORE Wi le'c. 1 < (3 rr re 9 235 13 4 
Expenditures—Fuel ................0006- 5 81 988 D6 1 
ABO. ci celes st0rs “ 103 1,178 4 5 
Misc. Expenses .. " 73 912 D1 4 
Depreciation ....... “ 52 600 2 12 
fue, 8 er ir eee “ 117 1,367 11 6 
WROD OS Ga 5 o/:c-018 ois sie: 2 32 360 13 11 
Amortization, €te. .........:. ee cen a NC NC 
PURE OOINO 600 605s 08 6:4 0's is 84 1,085 16 7 
Preferred Div. (Est.) .... - 13 142 D2 8 
Bal. for Common Stk. (Est.) ss 71 943 16 7 
Common Dividends (Est.) . mt 47 683 8 12 
Electric Utility Plant (July) ae 26,630 _— 10% — 
Reserve for Depreciation and Amort. .... - 5,150 — 9 — 
Net Electric Utility Plant ............0.- 21,480 -- 10 
Life Insurance Investments (January Ist-October 8th) 
i ERIS areis 2s 5h. acta evasion eieseieie a — 807 a 44% 
LORE 2S a6 I CeO Cee eae a — 13 — 163 
Per Cent of All Investments .............. ie — 11% — 15 





D—Decrease. NC—Not comparable. 
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RECENT FINANCIAL DATA ON GAS UTILITY STOCKS 


10/21/54 Divi- 


rice 


About 
Pipelines 
Alabama-Tenn. Nat. Gas 18 
East. Tenn. Nat. Gas... 10 
Mississippi Riv. Fuel .... 45 
Southern Nat. Gas ...... 30 
Tenn. Gas Trans. ...... 27 
Texas East. Trans. ..... 24 
Texas Gas Trans. ....... 20 
Transcontinental Gas .... 25 

PAVETORES 5 iciscss 
Integrated Companies 
American Natural Gas .. 46 
Colorado Interstate Gas . 47 
Columbia Gas System... 15 
Commonwealth Gas ..... 9 
Gonsol. Gas Util. ....... 14 
Consol. Nat. Gas ........ 70 
El Paso Nat. Gas ....... 38 
Equitable Gas .......... 27 
Kansas-Neb. Nat. Gas .. 26 
igone Star (648 .w.s ass. oT 
Montana-Dakota Utils... 23 
Mountain Fuel Supply .. 25 
National Fuel Gas ...... 20 
Northern Nat. Gas ..... 42 
Oklahoma Nat. Gas ..... 22 
Panhandle East. P. L. .. 69 
Pennsylvania Gas ....... 19 
Peoples Gas Lt. & Coke .. 156 
Southern Union Gas .... 19 
United Gas Corp. ...... oe 
Averages ........ 

Retail Distributors 
Atabama (Gas ..40..4.4. 26 
Atlanta Gas Light ...... 24 
Brooklyn Union Gas .... 31 
Central Elec. & Gas .... 14 
Central Indiana Gas .... 14 
Chattanooga Gas ........ 6 
ESa8 SSPTVICE 5c 05ec cess 23 
Hiarttora (Gas... cs2..5.. 38 
Houston Nat. Gas ...... 27 
Indiana Gas & Water.... 31 
Kings Co. Lighting ..... 17 
Benclede (Gas 5... sees 12 
Minneapolis Gas ........ 27 
Mississippi Valley Gas .. 22 
Mobile Gas Service ..... 18 
New Haven Gas ........ 28 
New Jersey Nat. Gas... 19 
Northern Illinois Gas ... 21 
Pacific Lighting ........ 36 
Portland Gas & Coke.... 21 
Providence Gas ........ 9 


Rio Grande Valley Gas .. 3 


Jeu Cn 12 
South Jersey Gas ....... 22 
United Gas Improvement 38 
Washington Gas Light .. 35 
Western Kentucky Gas... 13 


Averages 
NOVEMBER 11, 1954 
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Period 


$1.37 
54 
3.36 
1.96 
1.76 
1.62 


1.53 
2.04 
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Share Earnings* 





% In- 12 Mos. 
crease Ended 
3% June 
2 ar. 
June 
-— June 
7 ~~ June 
22 June 
11 June 
38 =©June 
12% June 
NC May 
24 = June 
28 Dec 
D9 Tuly 
39 June 
D12 Aug. 
D13 June 
14 Dec. 
D5 June 
62 June 
NC June 
23 June 
6 June 
23s July 
Di Dec. 
D52 Dec. 
22 June 
20 June 
14 June 
43% Aug. 
DS June 
83 June 
16 June 
21 June 
D6 June 
NC Feb. 
17 Dec. 
53 = July 
18 Aug. 
23 June 
D16 Aug. 
21 June 
D10 May 
D16 une 
31 lec. 
36 June 
NC May 
D13 June 
DS une 
21 ec. 
5 June 
48 Mar. 
21 Aug. 
D7 June 
13 
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Ratio 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND 
WATER UTILITIES 














1953 10/21/54 Divi- Cur- Price- Div. Mood: 
Rev. Price dend Approx. rent % In- 12 Mos. Earns. Pay- Beet 
(Miill.) About Rate teld Period crease Ended Ratio out Rating 
———— Com panies 
System 
$4,417 S ieee. Tel. & Tel. (Cons.) 172 $9.00 5.2% $11.84** 3% Aug. 14.5 76% Aa 
202 A Bell Tel. of Canada ..... 46 200 43 2.31 19 Dec. 19.9 87 Baa 
34 O Cin. & Sub. Bell Tel. .... 81 450 5.6 5.45 18 Dec. 149 83 — 
144 A Mountain States T. & T. 116 6.60 5:7 7.18 45 Aug. 16.1 92 Aa 
237 A New England T.& T... 130 800 6.2 8.25** 10 June 158 97 Aa 
579 S Pacific Tel. & Tel. ...... 129 7.00 5.4 S27 10 Awe’ 156 85 £Aa 
74 O So. New England Tel... 38 2.00 5.3 1.87 7) Dee: 203 107 — 
Averages ........ 5.3% 16.7 90% 
Independents 
10 O Calif. Water & Tel. ..... 18 $1.00 5.6% $1.48 22% June 122 68% — 
11 O Central Telephone ...... 16 20 = 5.6 1.69 30 mg 95 53 — 
2 O Florida Telephone ...... 15 8 53 85 D114 176 94 =— 
128 S General Telephone ...... 33 160 48 2.70** D10 — 122 .39 8a 
5 O Inter-Mountain Tel. ..... 14 80 57 93 43 15.1 8% — 
@ S Benicar Fel. <..6.00%0: 38 1.80 4.7 226 27 June 17.1 81 a 
16 © Rochester Tel. ........ 15 80 53 17 DS June 128 68 #£=Aa 
2 O Southeastern Tel. ....... 13 80 62 1.15 15 une 11.3 70 — 
7 O Southwestern Sts. Tel... 19 100 53 1.54 12 ec, 1223 6 — 
32 O Telephone Bond & Share. 21 100 48 1.50Est.—  Dec.’54 140 67 — 
15 O United Utilities ........ 19 12 59 1.61** Dl June 118 70 — 
195 S Western Union Tel. ..... 58 3.00 52 6.77 243 Dec 86 44 Ba 
Averages ........ 5.4% 129 69% 
Transit Companies 
2: & Caortal Transit ...<.... 10 $1.20 12.0% $1.16 4% Aug 86 138% Baa 
14 O Cincinnati Transit ...... 4 75 188 93 Di7 Dec. 4.3 1 -- 
9 O Dallas Ry. & Terminal .. 9 140 15.6 183 D211 Dec. 49 77 0 — 
245 S Greyhound Corp. ........ 13 100 7.7 117 D10 Mar. 11.1 8s — 
26 O Los Angeles Transit .... 13 1.00 YAY 1.20 4 Dec. 10.8 83 — 
30 S National City Lines ..... 20 140 7.0 2.35 26 ~=- Dee. 85 60 — 
7s © Paws. Transit ....6065.0 8 30 8 8©=63.8 Deficit — Dec. _-_ — Ba 
7 O Rochester Transit ....... 4 40 10.0 57 119 Dec. 70 7 — 
Z © St Lous PSA. ....... 14 1.40 10.0 1.22 30 = Dee. 1.5 15 — 
im & fwin Cry Rel. onc... 17 1.60 9.4 22 NE Dec. —_- — Ba 
25 © Wnited Transit ............ 34 — aa 73 30 Dec. “alc hc = 
Averages ........ 10.6% 7.9 89% 
Water Companies 
Holding Companies 
32 S American Water Works. 103 $.50 48% $1.02 D5% June 10.3 49% — 
4 O New York Water Service 69 80 12 138 NC June —- oS — 
Operating Companies 
3 O Bridgeport Hydraulic ... 31 $1.60 5.2% $1.57 D3% Dec. 19.7 102% — 
11 O Calif. Water Service .... 38 2.20 58 2.79 19 Aug 136 79 A 
2 O Elizabethtown Water ... 128 5.00 3.9 6.65 D4 Dec. 19.2 75 — 
7 S Hackensack Water ..... 45 2.00 4.4 3:53 46 ~= Dec. 127 57 ‘Aa 
40 sama Water Supply .. 38 1.80 4.7 2.71 D5 June 140 66 A 
3 O New Haven Water...... 62 3.00 48 250 D10 Dec. — 120 — 
1 O Ohio Water Service .... 26 1.50 5.8 1,93 4 June 13.5 728 =O — 
6 O Phila. & Sub. Water .... 52 1.00 1.9 5.50 23 Dec. 9.5 18 — 
2 O Plainfield Union Wt. ... 54 3.00 5.6 3.70 D7 Dec. 146 81 — 
2 © San Jose Water :....... 38 §=6.2.000 Ss 5.3 2.40 21 Aug 158 83 — 
9 O Scranton-Springbrook ... 18 20 865.0 1.32 23 =June 136 68 A 
3 O Southern Calif. Water .. 13 65 5.0 77 =Dil4 ~~ June 169 84 A 
3 O West Va. Water Service 42 140 3.3 1.50** 14 June —- 93 — 
Averages ........ 4.7% 14.8 77% 





A—American Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock Ex- 
change. D—Decrease. *Earnings are calculated on present number of shares outstanding, except as otherwise 
indicated. **On average shares outstanding. #—A 2 per cent stock dividend was also paid December 30, 
1953. (a)—Paid 4 per cent stock dividend. NC—Not comparable. E—Estimated. 
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What Others Think 


AGA Annual Convention 


HE gas industry is now serving more 

than 27,000,000 utility gas customers, 
has assets of over $13.5 billion, and plans 
to spend more than $3.5 billion in the next 
four years for expansion. These were 
among the impressive accomplishments of 
the industry listed by Earl H. Eacker in 
his address to the American Gas Associa- 
tion’s thirty-sixth annual convention in 
Atlantic City last month. Eacker, as re- 
tiring president of the AGA, told the 4,500 
United States and Canadian delegates 
attending the convention that sales of gas 
by utilities and pipelines have set a new 
peak with an additional rise of 31.5 per 
cent over 1953 totals expected by the end 
of 1957. He noted that space-heating 
sales have continued to soar “despite all 
we have heard about the heat pump and 
atomic energy for commercial use.” The 
industry is adding more than 1,000,000 
house-heating customers a year, and by the 
end of 1954 more than 14,000,000 Ameri- 
can homes will be heated by gas—about 
one-half of all the residential gas custom- 
ers in the United States. 

Eacker warned, however, that these im- 
pressive accomplishments should not lull 
the industry to sleep in the face of com- 
petitive inroads in the domestic gas mar- 
ket. “While both electric and gas range 
sales have climbed in the past fifteen 
years, the gain for electric ranges has 
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been about 288 per cent to current annual 
sales of about 1,300,000 units,” Eacker 
said. “Against this, gas range sales in 
fifteen years gained some 45 per cent to 
total about 2,200,000 units annually. More 
gas water heaters are being sold than elec- 
tric, but the 15-year total gain for electric 
is 660 per cent versus 326 per cent for 
gas.”’ Although the gas industry has come 
a long way in meeting this competitive 
threat to its markets, the industry still has 
a big job ahead of it. 


we ie is unfortunate, but partly true,” 
Eacker continued, “that through 
complacency—or lethargy—or other rea- 
sons beyond our control, we have permitted 
our competition to capture the term ‘mod- 
ern’ for its very own. It has been used—and 
is still being used—to imply that our in- 
dustry and our appliances are antiquated, 
outmoded, and obsolete. You and I know 
better. But that is not enough. Our cus- 
tomers and potential customers must know 
~_ 

Although a recent survey indicated 
that most local gas companies do not have 
organized programs for improving their 
public relations, Eacker noted that the in- 
dustry’s national associations — GAMA, 
INGAA, and AGA—have taken hold of 
the problem and have set out to aid in its 
solution. 
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a to the future, Eacker reported 
that more than $3.5 billion, represent- 
ing 90 per cent of the new construction 
expenditures by the gas utility and pipe- 
line companies in the next four years, will 
be devoted to expansion of the nation’s 
natural gas systems. Natural gas will be 
brought into new territories, including the 
Pacific Northwest. Every section of the 
nation will then have a source of natural 
gas. Canadian gas reserves and the ex- 
pectation that these reserves will soon be 
piped to Canadian industrial centers and, 
it is hoped by many, to industrial centers 
in the United States, pave the way for a 
spectacular development of the Canadian 
gas industry. Additional supplies will go 
to areas already receiving more than 54 
billion therms of natural gas being sold 
annually in the United States, Eacker said. 

Another encouraging sign is the in- 
crease of natural gas supplies at a rate 
greater than the ever-growing production. 
At the beginning of 1954, Eacker said, the 
AGA Committee on Natural Gas Reserves 
estimated proved recoverable reserves of 
natural gas totaled 211.7 trillion cubic 
feet. This was an increase of 11.7 trillion 
cubic feet over the previous year and the 
gain was made in the face of a record pro- 
duction of 9.2 trillion cubic feet in 1953. 
“Thus, it would appear that there are 
ample supplies of natural gas for many 
years ahead, provided the climate for its 
production is such that it will be made 
available for ultimate consumption,” he 
stated. 

Eacker believes that one of the most 
fertile fields today for domestic gas serv- 
ice is the gas air-conditioning field. “Its 
importance to pipeline companies and dis- 
tributing companies for the future and its 
possibilities are so great,” he said, “TI call 
it especially to your attention. Particu- 
larly do I believe we should step up our 
research on this and co-operate that work 
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with the work of the manufacturers who 
have and are spending large sums of their 
own money on air conditioning by gas...” 


Gus consciousness and sensitivity to 
the importance of load _ building 
appeared to dominate the atmosphere at 
the convention. One of the most note- 
worthy addresses was a warning from 
Sheldon Coleman, president of the Gas 
Appliance Manufacturers Association, 
that the electric utility industry would 
soon be promoting the heat pump to cap- 
ture the winter heating market as a load 
balancer for summer air conditioning. 
Coleman quoted from a recently published 
statement by Phillip D. Reed, chairman of 
the board of General Electric Company, 
that within a decade his company expects 
to be selling more than one million heat 
pumps a year. The heat pump can cool an 
entire house in the summer, heat it in the 
winter, and “condition” the air all year 
long. It requires only air and electricity to 
operate—no fuel or water. 

To meet this threat to the gas heating 
load, Coleman said the industry must bend 
every effort to develop a gas heat pump 
“that cools in summer, heats in winter, and 
uses gas to give the extra winter heat 
needed in most areas. After all,” he ex- 
plained, “the heat pump is just the refrig- 
eration cycle in reverse. It can be run 
with any prime mover, such as an electric 
motor or a gas engine, but the gas en- 
gine to compete must be sharply better— 
sharply different—than anything we know 
about today. This gas engine could be of 
the internal combustion type or an ex- 
ternal combustion type, such as a thermal 
engine, or the hot air engine.” 

The AGA or a large group of powerful 
gas utilities may be the only organization 
with sufficient resources to be sure to de- 
velop such an engine, Coleman declared. 
He suggested a minimum investment by 
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the industry of a million dollars over a 
4-year period. Coleman believes that a gas 
heat pump will compete with electricity 
even lower than one cent per kilowatt 
and noted that, in general, there is no elec- 
tricity in sight (except in a few 
government-subsidized spots) that is any 
cheaper. Even in the event that the pub- 
lic will always prefer regular gas furnaces 
for heating to a gas heat pump, such an 
investment would not be wasted. A gas 
engine system would be ideal, Coleman 
said, to run a gas air-conditioning unit 
that could combine with conventional gas 
furnaces for year-round climate control 
for the American home—for year-round 
gas load for the utilities—and for year- 
round production for the gas appliance 


manufacturers. 
AS might be expected, there was much 

discussion at the convention of the 
impact on the industry of the U. S. Su- 
preme Court’s decision in the Phillips 
Petroleum Company Case. The most 
forceful address on this subject was de- 
livered by the chairman of Phillips Petro- 
leum, Kenneth S. Adams. Directing his 
remarks principally to gas distributors, 
Adams painted a bleak picture of what the 
Phillips decision, if allowed to stand, may 
mean to them: 


Curtailment of pipeline projects is 
dramatic proof that the consumers’ gas 
supply will be gradually reduced under 
federal regulation. It means that many 
thousands of homes will not have any 
natural gas, and that many more will be 
denied the additional gas they would 
like to have. 

It means that huge quantities of 
steel and other equipment will not 
be used for thousands of miles of 
pipelines, their pumping stations and 
other facilities that will not be built. 
It means the loss of other related con- 
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struction jobs which would require huge 
quantities of materials and large 
employment. 

To you, it means a reduced volume 
of business. It means the death blow to 
your future gas supply. Where will your 
present volume come from, let alone 
the additional quantity you desire, after 
the dwindling supplies in the under- 
ground reservoirs now serving you are 
gone? 


Adams said the Supreme Court’s de- 
cision may require a reappraisal of the in- 
dustry’s plans to spend an additional $3.5 
billion in the next four years to help meet 
the demand for gas services. “Most of 
the discovered but undeveloped backlog of 
gas supplies that made possible the great 
quantities of gas going to your customers 
over the past several years has now been 
harnessed to the market,” he said. “So- 
called distress gas is no longer available. 
Every gas field which has been dedicated 
to supplying your markets is a natural 
underground reservoir containing only so 
much gas. The quantity in that reservoir 
is constantly dwindling as the gas is used.” 


foes is nothing arbitrary or vindic- 
tive about the refusal of producers 
to make sales under federal regulation, 
Adams declared. On the contrary, their 
best business judgment compels them to 
avoid selling their gas in a market where 
they have no idea as to the price they will 
receive for it. He warned that distributors 
stand to lose much more than producers 
in this situation. While distributors face 
loss of the gas supply necessary to keep 
them in business, producers can look to 
the presently large and expanding market 
outlets for natural gas within the states 
in which it is produced—markets outside 
the realm of federal regulation. 

“There is now in the process of build- 
ing within these major gas-producing 
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states the greatest industrial empire ever 
seen in this country,” he pointed out. “The 
great variety of plants represented require 
almost unbelievable quantities of natural 
gas for heat, power, or as a raw material 
for petrochemicals. Phillips sells more gas 
to just one of these plants than is used by 
all the residential customers in almost any 
one of your larger cities. Those who 
fought for federal regulation of producers 
helped lay the cornerstone of this vast 
manufacturing empire. This industrial 
giant is yet a baby, but to those who have 
not nursed it along and seen it grow, its 
magnitude and its future stature are be- 
yond imagination.” 

Why should a producer be concerned 
about federal regulation when he foresees 
huge, unregulated outlets for his gas with- 
in producing states? Because, said Adams, 
producers sincerely believe it is inevitable 
that federal regulation will be removed 
sooner or later as a result of the demands 
of consumers after they suffer its full con- 
sequences. “Therefore,” he continued, “it 
seems foolish to go through a period of 
chaos during which everybody loses—cus- 
tomers, industry, investors, labor, dis- 
tributors, transporters, and producers. 
Furthermore, we producers have a sub- 
stantial investment in gas reserves, gas 
wells, gathering lines, and treating plants 
which are now connected to interstate 
pipelines. It is only natural that we want 
to continue operating these properties free 
of governmental regulation.” 


Fyre recalled that several gas distribu- 
tion companies were in the forefront 
opposing the Kerr Bill in 1950, which 
would have spelled out the exemption of 
producers and gatherers from regulation 
by the Federal Power Commission. 
Although the Kerr Bill was passed by 
Congress, it was killed by a presidential 
veto. Those distributors opposing the 
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legislation apparently overlooked the 
devastating result on their gas supplies and 
were blinded by their anxiety to remove 
the onus of higher consumer charges, 
Adams declared. He warned that it is time 
for distributors to reverse their approach. 
Adams stated : 


Not only did you oppose or fail to 
support this legislation, you have arbi- 
trarily opposed the transmission com- 
panies’ payment of any increased prices 
to producers which were essential to 
protect your future gas supply. Spurred 
by your desire to avoid unfavorable pub- 
licity regarding your own rate increases, 
you have indirectly been fighting every 
producer who supplies you with your 
lifeblood. Is it not wiser for you to 
protect your future gas supplies by con- 
ducting an educational campaign to in- 
form your consumers as to just what is 
involved in assuring their continuing 
natural gas supply? Give them the 
complete and correct story — immedi- 
ately, forcefully, and incessantly. Then 
they can intelligently protect their in- 
terests as the issue comes before 
Congress. 


Fs deplored the fact that many gas 
customers seem to be under the illu- 
sion that federal regulation is essential to 
hold their gas costs down merely because it 
gives a third party authority to determine 
that rates are equitable. They do not know 
what really comprises their gas rates. “I 
doubt that 5 per cent of your household 
customers have any idea that the price the 
producer receives for his gas in the field 
is actually a very small part of their bills 
—on the average less than 10 per cent,” 
Adams stated. “Your customer probably 
has no idea that even if a regulating agency 
cut the field price 20 per cent, and all that 
cut were passed on to him, the average 
United States residential consumer would 
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realize a saving of only about one dime a 
month. He has no idea that that small 
difference to him is a big item to the pro- 
ducer and probably would be the deter- 
mining factor as to whether or not the 
producer would supply his market. 


5 les consumer needs to know that by 
far the larger portion of his gas bill 
is payment for the investment in the con- 
struction and for the maintenance and 
operation of federaily regulated interstate 
pipelines and locally regulated city dis- 
tribution systems, Adams said. As an ex- 
ample, he pointed out that in Milwaukee 
the average residential user paid $1.21 per 
thousand cubic feet for gas which cost the 
distributor 31.8 cents, and for which the 
pipeline paid the producer only 8.7 cents. 
Only 3 per cent of the cost of gas to a 
New York consumer goes back to pro- 
ducers as payment for their costs and 
financial risks in supplying him gas. 
“These facts make clear that any appre- 
ciable reduction in the supply of gas you 
handle—sure to come under federal regu- 
lation of producers—will raise the con- 
sumer’s gas price far more than he could 
realize as savings from a drastic cut in the 
field price,” Adams pointed out. “His 
hope for any sizable reduction in his gas 
cost lies in having a greater supply moving 
through your distribution systems.” 
Adams said distribution companies have 
everything to gain by telling their cus- 
tomers the facts and everything to lose if 
their customers are not sufficiently in- 
formed to demand congressional action 


\ 

which will remove this threat to their gas 
supply and their pocketbooks. The same 
principles apply to transmission companies 
whose operations are regulated by the 
Federal Power Commission, Adams said. 
This regulation is a substitute for the 
competition that in the gas production 
business protects the customers against ex- 
cessive charges. A misguided opinion of 
only a small segment of the public caused 
the veto of legislation which would have 
prevented the chaos facing distributors to- 
day, he concluded. He reminded his audi- 
ence that many government representa- 
tives, even though convinced that the in- 
dustry is right, must be backed by an ex- 
pressed public opinion before publicly tak- 
ing a stand on such an issue. “This is your 
fight,” Adams emphasized, and left the 
delegates with the hope that they would 
fight vigorously “to assure a future gas 
supply for your customers and the con- 
tinued growth of your industry.” 


F M. Banks, president and general 
* manager of Southern California 
Gas Company, was elected president of 
AGA for the coming year. Other officers 
elected were: Dean H. Mitchell, president 
of Northern Indiana Public Service Com- 
pany, first vice president; C. H. Zachry, 
president of Southern Union Gas Com- 
pany, second vice president; and Vincent 
T. Miles, treasurer of Long Island Light- 
ing Company, treasurer. Next year, the 
AGA convention will be held in Los 
Angeles, October 17th-19th. 
—F. M. 





© es have heard the voice of demagogues declaring that human 
rights take precedence over property rights, but they will 


never attempt to tell you of a community or nation existing in past 
or present history where property rights were violated, without the 
simultaneous violation of the most sacred human rights.” 
—WILLARD F. ROCKWELL, 
Chairman of the board, Rockwell 
Manufacturing Company. 
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The March of 
Events 


Power Firm Proposed 
e gevs legislation for a 4-state public 

electric corporation to further the 
Northwest power program was released 
last month by Northwest Public Power 
Association officials in Vancouver, Wash- 
ington. The proposed bill provides for cre- 
ation of a Columbia River Development 
Corporation, whose 5-man board would be 
appointed by the President. Gus Norwood, 
executive secretary of the public power 
group, said the proposal was “tentative, 
preliminary, unsponsored, and unindorsed. 
It is for discussion purposes.” 


& 


on Te ae 


Modeled after the recently created St. 
Lawrence Seaway Act, the corporation 
would be empowered to issue 50-year elec- 
tric revenue bonds to build generation and 
transmission plant. Army Engineers and 
Bureau of Reclamation would continue to 
construct the dams financed by the corpo- 
ration. The corporation would take the 
place.of the Bonneville Power Administra- 
tion and would succeed to its assets and 
liabilities. 

The bill does not concern itself with 
whether power is sold locally by public or 
private utilities. 


Arkansas 


Ruling on Appliance Selling 
Appealed 


a by the state public service com- 
mission that it lacked authority to or- 
der a public utility firm to stop selling ap- 
pliances and air-conditioning equipment 
was appealed last month to the Pulaski 
county circuit court in Little Rock. 


S 
District of 


Fights Rate Boost 


HE Capital Transit Company recently 
asked the District of Columbia Public 
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On the ground that it lacked jurisdic- 
tion, the commission on September 13th 
dismissed a petition by the refrigeration 
and air-conditioning division of the Asso- 
ciated Mechanical Contractors of Arkan- 
sas charging unfair competition by the Ar- 
kansas Louisiana Gas Company in the 
handling of air-conditioning and refrigera- 
tion appliances and installation. 


Columbia 

Utilities Commission to throw out the re- 

quest of the Potomac Electric Power Com- 

pany for a $5,785,000 annual rate increase. 
: NOVEMBER 11, 1954 
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The transit company said Pepco’s applica- 
tion for the rate hike fails “to show on its 
face any need for an increase in rates for 
electric service in the District of Colum- 
bia.” 

Barring outright dismissal of the rate 
increase application, Capital Transit asked 
the commission to order Pepco to amend 
its rate application so as to more “clearly 
and concisely set forth the facts upon 


' 
which the applicant bases its position that 
an increase in rates for electric service is 
necessary.” 

The power company asked for the rate 
increase on October 4th, saying the re- 
quested boost would net it $2,591,000 after 
taxes and would result in a rate of return 
of 6.25 per cent. The commission sched- 
uled a public hearing on the request for 
November 16th. 


Pp 
Florida 


Senator Speaks on REA 


U S. Senator Spessard Holland 
e(Democrat, Florida), speaking at 
Live Oak last month, said there was a defi- 
nite need and place for rural electric co- 
operatives, but he cautioned that the REA 
and rural telephone programs will “retain 
maximum support from the general public 
only as long as they continue to recognize 
the need for retention and encouragement 
of private enterprise wherever it measures 


up to reasonable standards of public 
service.” 

The state’s senior Senator discussed the 
power issue before the annual meeting of 
the Suwannee Valley Electric Co-opera- 
tive. 

“I have never considered REA as a re- 
placement of private industry but only as 
an agency through which the blessings of 
electricity can be brought to farm homes 
which private utilities have not been able 
to serve,” Holland said. 


ea 
Kentucky 


Gas Rate Raise Approved 


$31,326-a-year increase in gas rates 

for retail customers in Frankfort, 

Midway, and Versailles was approved by 

the state public service commission last 
month. 

The commission on July 1st authorized 


} 


the Frankfort Natural Gas Company, serv- 
ing the cities, to put the increase into effect 
November Ist, provided it completed an 
additional $197,000 in construction by 
then. A commission spokesman said the 
firm had notified the commission it would 
complete the construction in excess of the 
$197,000 by November Ist. 


Louisiana 


LP-Gas Measure Adopted 


A RESOLUTION calling upon the state 
legislature to declare the liquefied 
petroleum gas industry a public utility and 
to allow a test case in the state supreme 
court to determine the constitutionality of 
such a measure was adopted recently by 
the state public service commission. 
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A similar move to put the LP-gas deal- 
ers under commission control failed in the 
1954 legislature before it could get to the 
courts. The next regular session of the 
Louisiana lawmakers is not scheduled un- 
til 1956, but a special session may be held 
in the interim. 

Sponsored by Commissioner Wade O. 





























Martin, Sr., the resolution adopted by the 
commission said the “matter of regulation 
or nonregulation of the liquefied petro- 
leum gas business has become a political 
issue in this state.” 
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“In fairness to candidates for the 
Louisiana Public Service Commission and 
users of liquefied petroleum gas,” the 
resolution asserted, “the question should be 
definitely settled.” 


Re 
Maine 


Rate Boost Ruled Low 


Siew state supreme court recently held 
that electric rate increases granted 
Central Maine Power Company in No- 
vember, 1953, by the state public utilities 
commission were not high enough, and 
sent the case back to the commission with 
orders to refigure the rates. 


After it received only $1,400,000 of the 


$3,400,000 annual increase it asked, the 
company appealed the commission’s ruling 
to the court. It based its appeal on a pro- 
vision of state law that requires considera- 
tion of current replacement value of utility 
property, less depreciation, in determining 
a rate base. It cited an earlier ruling by 
the court in a New England Telephone & 
Telegraph Company Case that raised the 
same point. 


Massachusetts 


Underground Utility Lines 
Studied 


A part of its roundup of information 
on damage and restoration of services 
in recent hurricanes, the state department 
of public utilities announced recently it 
was making a survey of the cost of placing 
some power and telephone lines under- 
ground. 

Bills which would require utilities to 
place overhead lines underground have 
been filed for consideration by the 1955 


Massachusetts legislature as a result of the 
hurricanes. 

Chairman David M. Brackman of the 
state public utilities commission said the 
department will “no doubt” favor any 
studies the state legislature may wish to 
have made to determine whether or not it 
would be in the public interest to eventual- 
ly put all distribution lines underground. 
He said the commission also would con- 
sider whether the department should make 
its own recommendations for a cost study 
as part of its proposals to the legislature. 


a 
Washington 


Dam Compact Signed 


| picvesenrter aiden of the state power 
commission and the Grant County 
Public Utility District agreed recently to 
a “memorandum of understanding” re- 
garding the Priest Rapids dam, clearing 
the way for preliminary engineering and 
investigation of the project by the PUD. 

The agreement, reached at a meeting 
with representatives of the Seattle, Ta- 
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coma, and Spokane chambers of com- 
merce, does not, however, prevent future 
court litigation over the dam project, it 
was said. 

The parties agreed that the Washing- 
ton State Power Commission will take no 
action objecting to the preliminary permit 
granted by the Federal Power Commission 
to Grant County Public Utility District 
No. 2. Grant County PUD will proceed 
with preliminary engineering. 
NOVEMBER 11, 1954 











Progress of Regulation 


Residents of One Exchange Area Refused 
Service from Another 


oe residents of an exchange area 
requested the Missouri commission to 
order a telephone company to furnish 
service to them from another exchange. 
The company countered that the future 
customers were located within the bound- 
aries of the first exchange, which bound- 
ary lines were on file with the commission 
and binding upon all parties. 

The evidence showed that, although the 
petitioners lived within the exchange area, 
their business was transacted within the 
city where the desired exchange was lo- 
cated. 

Petitioners also claimed the service fur- 
nished in the other exchange was not satis- 
factory and also objected to the payment 
of a toll charge on calls between that ex- 
change and the city where they carried on 
their business activities. 

The commission was of the opinion that 
the request should be denied. The service 
area maps clearly defined the boundaries 
of the respective exchanges. Once filed 
with the commission, they were binding 
unless found to be arbitrary and unrea- 
sonable. The commission stated its views 
on the location of service area boundaries: 


The location of boundaries of serv- 
ice areas for telephone companies in- 
volves many considerations. The rnost 
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important consideration, of course, is 
the adequacy of service to persons en- 
titled to it. However, serious attention 
must be given to the engineering, or 
planning, of the plant with which to 
render service in order that good and 
sufficient service can be rendered for 
the smallest amount of investment pos- 
sible. Otherwise, duplications of plant 
may result, or facilities constructed 
which cannot be used to the best ad- 
vantage in furnishing telephone service, 
resulting in higher rates and other dis- 
advantages to the customers of the sys- 
tem as a whole. The proper planning 
and engineering of telephone plant in- 
volve technical skills, and are matters 
properly within the province of the 
management’s discretion, if wisely and 
fairly exercised. 


Since exchange boundaries were fixed 
at definite locations, the commission felt 
that it was inevitable that certain persons 
would be served by a particular exchange 
and their neighbors by another. The com- 
mission then went on to say: 


This, however, does not, ipso facto, 
result in an undue preference for, or 
discrimination against, any person, 
and once such boundaries have been ap- 
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proved, they should not be disturbed un- 
less it is clearly shown that they are 
arbitrary and unreasonable. In our 
opinion the petitioners have not shown 
in this case that the boundaries, as 
drawn, are improper or that they 
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(petitioners) are being unduly dis- 
criminated against by the location of 
said boundaries. 


Wilkening et al. v. Southwestern Bell 
Teleph. Co. Case No. 12,714, July 27, 
1954. 


Customer Deposits Offset against Working Capital 


—-* gas company was author- 
ized by the Wyoming commission to 
increase rates in order to overcome in- 
creased operating expenses for wages, 
taxes, and materials. In determining that 
net investment cost should be used as the 
rate base, the commission quoted with ap- 
proval the following passage from a previ- 
ous case: 


We deem it desirable and expedient 
to set forth in our opinions in major 
cases, the method or standard used in 
determining the reasonableness or un- 
reasonableness of the rates therein pro- 
posed or involved. We have approved 
net investment cost as a rate base 
standard in determining what are just 
and reasonable rates for similar utili- 
ties . . . Briefly, such a rate base is 
described as consisting of the average 
investment in plant (original cost) de- 
voted to utility service, less average de- 
preciation reserves, plus average invest- 
ment (original cost) in materials and 
supplies, plus an allowance for cash 
working capital. We approve this type 
of rate base because we think it is fair 
to both the patrons of a utility and its 


investors; because it is practical and 
easily understood ; because it is used by 
other regulatory bodies, not otherwise 
bound by statute; and finally because it 
has been approved by the courts. 


An allowance for working capital suff- 
cient to cover a 45-day period, in an 
amount equal to one-eighth of annual op- 
erating expenses, not including taxes, in- 
terest, and depreciation, was included in 
the rate base. However, all but 5 per cent 
of moneys deposited by the customers to 
guarantee payment of current service bills 
was offset against this allowance. The 
commission felt that, since the amount of 
such deposits had remained fairly con- 
stant in the past, the funds were available 
to the company for investment in ma- 
terials and supplies and for use as cash 
working capital. 

A straight-line basis for depreciation of 
3 per cent per year was considered fair to 
both the company and its customers. The 
increase was designed to provide a return 
of 6.2 per cent, which the commission con- 
sidered fair and reasonable. Re Northern 
Utilities Co. Docket No. 9257, July 30, 
1954. 


Commission Denies Co-operative Permission to 
Enter Telephone Business 


HE Kansas commission refused to al- 
low a co-operative to go into the tele- 
phone business. The co-operative was new- 
ly organized without prior experience in 
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the field. It had contracted with a tele- 
phone company to purchase certain ex- 
changes. 

The company desired to sell the prop- 
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erties in order to consolidate most of its 
operations around its general office. It 
had a continuing program for service im- 
provements and was engaged in metal- 
lizing rural lines on the exchanges under 
consideration. 

The co-operative contemplated borrow- 
ing substantial sums from the Rural Elec- 
trification Administration to finance the 
transaction and also proposed an ambi- 
tious program for converting to dial op- 
eration. 

The commission entertained grave 
doubts as to the feasibility and financial 
soundness of the co-operative’s proposal, 
saying: 

Without experience and by heavy 
borrowings, and through greatly in- 
creased investment for each subscriber, 
Cimarron Valley seeks to engage in the 
business of a telephone utility in this 
area with an obvious low density fac- 
tor. 


The commission said that before it 
would approve a change in ownership of 
a public utility, it felt duty bound to find 
that the venture would be a success un- 
der the new ownership. The public inter- 
est, the method of financing, and the ex- 
perience of the new management were im- 
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portant factors in determining the public 
convenience and necessity. 

Concluding that public convenience and 
necessity would best be served by requir- 
ing the company to continue operation, the 
commission commented on the co-opera- 
tive’s proposed conversion to dial: 


We are not unmindful that Cimar- 
ron Valley proposes to convert to dial, 
if it should be permitted to acquire these 
properties, but by the same token we 
are also aware that the costs of that 
conversion as proposed will be paid and 
paid only by the public. Further, that 
it is entirely possible that the invest- 
ment per customer and the charges 
therefor would be prohibitive and in 
some instances a burden to the individ- 
ual telephone user. Our inevitable con- 
clusion therefore is that the applications 
herein all should be denied. 

In summation, what both applicants 
have sought here has been the ratifica- 
tion of a business transaction between 
themselves without any regard to the 
public convenience, necessity, interest, 
and welfare. 


Re Cimarron Valley Teleph. Asso. Inc. et 
al. Docket Nos. 46,498-U, 46,499-U, 
46,501-U, July 19, 1954. 


Unauthorized Operation No Proof of Public Need 


-tyentsall possessing a private carrier 
permit sought to clarify its authority 
before the Colorado commission. For 
some time past, the company had been 
serving an intermediate point on its route 
and had interpreted its authority as in- 
cluding that point. The carrier also sought, 
as an alternative to a finding of no au- 
thority, extension of its certificate. 

The commission was of the opinion that 
not only was the carrier lacking authority 
to serve the intermediate point but that 
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the extension should also be refused. A 
private carrier permit authorizing serv- 
ice between fixed points does not author- 
ize service to intermediate points, the com- 
mission held. 

Noting that the previous holder of the 
permit had not included intermediate 
points in his application, the commission 
went on to say: 


Apparently, since the establishment 
of Camp Carson, service has been given 
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to Camp Carson by applicants. How- 
ever, that does not give them the right 
to serve. Illegal operation does not as- 
sist us in determining this application 
for clarification. 


The refusal to extend the permit was 
based on a showing that existing com- 
mon carrier service was adequate. The 
proposed extension would tend to impair 
the efficiency of present service. Although 
the company had already developed con- 
siderable business to the intermediate 
point, the commission thought that unau- 
thorized operation could not be made the 
basis of proving public need. 

In another application, the company had 
asked for an extension of its certificate to 
allow the transportation of government 
freight to certain points. The commission 
likewise again refused to grant the au- 
thority sought, saying: 


We are not clear as to the need of 
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the government for an additional car- 
rier. 

It appears from the evidence—and 
is not contradicted—that U. S. Trans- 
fer Company is now giving to the gov- 
ernment a satisfactory service and the 
only benefit to be derived by the grant- 
ing of this extension would be to place 
another bidder in the field if the gov- 
ernment so desires. On the other hand, 
the Colorado statute provides that we 
will not be permitted to grant an ex- 
tension or enlargement of a permit if, 
in our opinion, the granting of same 
might impair the efficient public serv- 
ice of any authorized motor vehicle 
common carrier then adequately serv- 
ing the territory. 


Re Colorado Hiway Transport, Inc. Ap- 
plication No. 12908-PP, Decision No. 
42977, July 16, 1954; Application No. 
12803 -PP-Extension, Decision No. 
42978, July 16, 1954. 


Other Important Rulings 


Certificate Cancellation Void. The 
Michigan supreme court held that the fail- 
ure of the commission to follow statutory 
requirements in regard to notice preced- 
ing a hearing on revocation of a contract 
motor carrier permit rendered the cancel- 
lation of such permit void. Furniture Capi- 
tal Truck Lines, Inc. et al. v. Michigan 
Pub. Service Commission et al. (1954) 65 
NW2d 303. 


Airline Interchange. The Civil Aero- 
nautics Board, in tentatively approving a 
proposed 2-way interchange, commented 
that an interchange proposal involving a 
route extension requires a more substan- 
tial showing of public interest than a pro- 
posal which merely involves the conver- 
sion of a connecting service to a through 





service. Re Eastern Air Lines, Docket No. 
1102 et al. Order No. E-8466, June 25, 
1954. 


Contract Relating to Crossing Cost. 
The Missouri commission, in approving 
the abolishment of a railroad viaduct, held 
that it had jurisdiction to authorize altera- 
tion or abolishment of a crossing, at grade 
or otherwise, notwithstanding an exist- 
ing contract between a railroad and munic- 
ipality with respect to which should pay 
the expenses of maintaining the crossing. 
Re Chicago, B. & Q. R. Co. Case No. 12,- 
681, June 28, 1954. 


Highway Widening at Crossing. The 
California commission refused to dismiss 
a city’s application for authority to widen 
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a highway at a railroad crossing for fail- 
ure to meet the procedural requirements 
for condemnation of property where the 
city merely sought authorization for the 
project upon such terms and division of 
cost as might be provided for in an agree- 
ment between the city and the railroad but 
did not seek to exercise the power of emi- 
nent domain. Re City of San Diego, Ap- 
plication No. 35466, Decision No. 50287, 
July 20, 1954. 


Water Company Return. The Califor- 
nia commission held that a return of 6 
per cent was just and reasonable for a 
water company, whereas a return of 6.48 





per cent would be excessive. Re Califor- 
nia Water & Teleph. Co. Application No. 
34395, Decision No. 50445, August 17, 
1954. 


Open Agency Station Discontinued. 
The Missouri commission, in approving a 
railroad’s request to change a station from 
an open agency station to a prepaid sta- 
tion with custodian in charge, commented 
that the primary consideration is not 
whether the station produces a profit but 
whether public convenience and necessity 
require continued operation. Re Chicago, 
B. & Q. R. Co. Case No. 12,851, July 20, 
1954. 
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RE CONNECTICUT POWER CO. 


CONNECTICUT PUBLIC UTILITIES COMMISSION 


Re Connecticut Power Company 


Docket No. 8972 
August 18, 1954 


NVESTIGATION of increased rates filed by electric company; 
proposed increase disapproved but increase in_ smaller 
amount approved. 


Security issues, § 99 — Capital structure — Debt ratio. 


1. The best interest of an electric company and its customers would not be 
served by maintaining a high proportion of total debt compared with equity 
capital and surplus where the company’s debt ratio has increased from 
48.5 per cent to 58.5 per cent, including bank loans, and where, after the 
company incurs additional bank borrowings, the debt ratio, including 
bank loans, will be 62 per cent, which debt ratio the company proposes 
to reduce to 47 per cent by issuing additional equity shares, p. 67. 


Return, § 87 — Electric company — Cost of money. 
2. A return of 5.8 per cent was held to be reasonable and adequate for an 
electric company on the assumption that the composite interest rate on 
outstanding long-term debt and new bonds would be 3.05 per cent, where 
the cost of outstanding debt capital was 2.98 per cent and the assumed 
cost of new debt capital was 3.25 per cent, and on the assumption that 
the company (having no preferred shares outstanding) could be expected 
to earn on common equity not exceeding 8.1 per cent, with a payout of 80 
per cent and a provision for cost of financing and underpricing of 15 
per cent, p. 68. 

Valuation, § 307 — Working capital — Electric company. 


3. An allowance of forty-five days’ operating expenses as a measure of 
working capital for an electric company was approved, p. 71. 


Rates, § 351 — Classes of electric service — Burden of increase. 
4. The burden of increased electric rates was placed upon residential cus- 
tomers where increases in fuel costs had been borne by commercial and 
industrial customers, during recent years the price per kilowatt hour to 
residential customers was down while for commercial and industrial cus- 
tomers the price was higher, usage by residential customers had increased 
more rapidly than for commercial and industrial customers, a large pro- 
portion of a construction program was made necessary by increased usage 
by residential customers, and these customers had failed to bear a fair 
share of the return on the plant dedicated to them, p. 74. 


§ 381 — Gas — Competitive fuels — Combined electric and gas utilities. 
Conclusion by Connecticut commission, in electric rate proceeding, that 
increases in gas rates, in view of the competitive nature of gas as a fuel 
for cooking and heating, would serve no useful purpose in increasing the 
company’s earnings, p. 70. 
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Rates, § 197 — Gas and electric departments. 


\ 


Recognition by Connecticut commission of the fact that electric utility 
customers should not contribute a disproportionate share to the return 
of a company operating electric and gas departments, p. 70. 


Expenses, § 122 — Electric company — Pooling agreement — Purchased power. 
Discussion of the reasonableness of the cost of power purchased pursuant 
to a “pooling agreement” used in an interconnected system and power 
purchased pursuant to a contract governing joint participation in certain 
steam electric generating units owned and operated by one or other of the 


parties to the agreement, p. 72. 


By the Commission: By a schedule 
of increased rates filed to become ef- 
fective June 1, 1954, the Connecticut 
Power Company, a public service com- 
pany, as defined in § 5390, General 
Statutes, Revision of 1949, hereinafter 
sometimes referred to as the company, 
seeks to increase it$ annual revenue by 
approximately $1,584,000 based on 
sales for the twelve months ended De- 
cember 31, 1954. The schedule of in- 
creased rates applies only to residential 
electric customers of the company and 
results in an increase in revenue of 
approximately 24 per cent from that 
class of customer. 

Pursuant to § 5409, General Stat- 
utes, Revision of 1949, we entered 
upon an investigation of the need for 
and the reasonableness of the proposed 
rate schedule and by our order of sus- 
pension and notice of hearing dated 
February 10, 1954, suspended the op- 
eration of the proposed schedule of 
rates and charges pending our conclu- 
sions thereon. For the purposes of 
this investigation, we assigned the 
matter for a public hearing at the offi- 
ces of the commission in Hartford on 
February 23, 1954. Notice of the 
pendency of the proposed rate increase 
and of the time and place of the public 
hearing thereon was given to the com- 
pany, to the mayors of all cities, to the 
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first selectmen of all towns, to the war- 
dens of boroughs in the state of Con- 
necticut served by the company, and to 
such parties as appeared to the com- 
mission to have an interest in the pro- 
ceeding, all as fully appears from this 
commission’s order of notice and re- 
turn of its secretary thereon, on file. 
Public notice was given by advertise- 
ment in newspapers having general cir- 
culation in the area served by the com- 
pany. 

The matter was before us in public 
hearings on February 23, 24, and 25, 
April 19, 20, and was concluded on 
April 21, 1954. At the hearings the 
company appeared by counsel. The 
city of Torrington, by its mayor and 
city attorney, the city of Stamford, by 
its mayor, various members of the 
Connecticut State Industrial Union 
Council (C.I.O.), who are customers 
of the company, by counsel, and several 
individual residents of towns and cities 
served by the company, including 
Manchester and Torrington, either in- 
dividually or by representatives, ap- 
peared in opposition. 

On May 19, 1954, the matter was 
submitted on the record made at the 
hearings as supplemented by late-filed 
exhibits served on all parties of record 
and on briefs submitted by protestant, 
C.I.0., and by the company. 
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The company is engaged in generat- 
ing, purchasing, transmitting, and dis- 
tributing electric energy in an area 
comprising some 718 square miles 
with a population of some 270,000 
located at various parts of the state. 
The principal communities or vicini- 
ties served are Stamford, New Lon- 
don, Middletown, Torrington, Man- 
chester, Thomaston, and the northwest 
corner of the state. In addition to 
electric service, the company also sup- 
plies natural gas in Stamford, Torring- 
ton, and New London areas. The com- 
pany’s generating facilities are rela- 
tively limited, being confined for the 
most part to the Stamford Division, 
with limited facilities for hydroelectric 
generation on the Housatonic and 
Farmington rivers. Most of its en- 
ergy is purchased from the Hartford 
Electric Light Company and the Con- 
necticut Light and Power Company 
under contracts which will be the sub- 
ject of further discussion below. 
Natural gas is purchased from the two 
natural gas pipeline companies which 
supply Connecticut with gas brought 
principally from the large southwestern 
United States gas belt. Some stand- 
by and peak-shaving facilities are 
maintained in the three areas in which 
gas is distributed. 

The proposed increase in residential 
electric rates would be the first increase 
in rates for electric service in the his- 
tory of the company. Prior to the 
introduction of natural gas, the com- 
pany sought rate relief for its gas de- 
partment in 1949. This requested in- 
crease was suspended by the commis- 
sion and after investigation and public 
hearing was denied and the rates can- 
celed. Re Connecticut Power Co. 
(1949) Docket 8259, 81 PUR NS 1. 


Rate of Return 


[1] The company is faced with the 
necessity of retiring presently out- 
standing bank loans and of attracting 
additional capital in order permanently 
to finance a construction program in 
which the company is engaged. At the 
end of 1955 the company’s utility plant 
will have more than doubled since 
1945. The total construction program 
already completed for the years 1952 
and 1953 and projected for the years 
1954 and 1955 will amount to approxi- 
mately $26,000,000. 

The 1952, 1953 portion of the con- 
struction program has been financed in 
part by bank loans of $9,000,000. 
These were approved by the commis- 
sion in Docket No. 8659, on March 24, 
1952, and April 16, 1953, in Docket 
No. 8659, and extensions were ap- 
proved in Docket 8943, March 12, 
1954. To finance the cost of this pro- 
gram, including the refinancing of the 
$9,000,000 of outstanding temporary 
bank loans, the company proposes to is- 
sue and sell at least $15,000,000 of se- 
curities in the latter part of 1954 or 
early in 1955 and, after such refinanc- 
ing, to undertake additional temporary 
borrowings in 1955. 

The company maintains that it has 
been able to finance its construction 
program to date by bank loans but that 
it will be unable to fund the outstand- 
ing bank loans by permanent debt fi- 
nancing or by the issuance of additional 
equity shares without an improvement 
in the company’s earnings. The com- 
pany’s debt ratio has increased from 
48.5 per cent in 1950 to 58.5 per cent 
including bank loans in 1953 and by 
1954, after the company incurs addi- 
tional bank borrowings of some $5,- 
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500,000, the debt ratio, including bank 
loans, will be 62 per cent. The com- 
pany proposes to reduce this debt ratio 
in 1955 to 47 per cent. Despite the 
temporary tax advantage which would 
result from high debt ratio, sound fi- 
nancing requires that the company’s 
capitalization be more flexible than a 
high debt ratio permits. We reject 
the argument raised by C.I.O. that it 
would be to the best interest of the 
company and its customers to main- 
tain a high proportion of total debt 
compared with equity capital and sur- 
plus. 

The company maintains that its 
earnings have reached a point where it 
will be unable successfully and eco- 
nomically to market the proposed $7,- 
000,000 in bonds and $8,000,000 in 
common capital stock in the years 1954 
and 1955 unless there is some improve- 
ment in the company’s earnings. Its 
position is that the present level of 
rates and charges are yielding revenues 
which fail to provide it with sufficient 
earnings after operating expenses, de- 
preciation, and taxes to maintain its 
attractiveness as an investment oppor- 
tunity and assure the success of its fi- 
nancing operations. 

[2] The company’s witness claims 
that it should earn 6.25 per cent on its 
rate base in order to maintain its finan- 
cial integrity and assure the success of 
its financing. We examine the claimed 
cost of money to the company to deter- 
mine whether such a rate of earnings is 
necessary. 

The total annual cost of outstanding 
long-term debt capital, including con- 
version serial notes, is 2.98 per cent. 
With this calculation we are in agree- 
ment. Witness would assign a rate of 
3.25 per cent as a reasonable cost of 
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prospective debt capital and arrive at 
a figure of 3.05 per cent for the com- 
posite annual cost of present and pro- 
spective debt capital. 

The company has been rated Triple 
A by the rating services on all of its 
outstanding issues and generally has 
enjoyed a good credit rating. The 
present market for bond money is 
vigorous and Triple A companies gen- 
erally are successful in marketing new 
bond issues at rates lower than 3.25 
per cent. Nevertheless, this company 
is relatively small compared with the 
ten or eleven generally recognized 
Triple A utilities. Moreover, it has a 
high debt ratio and relatively low cov- 
erage for its bond interest. For exam- 
ple, coverage for nine Triple A com- 
panies cited by company’s witness av- 
erages 5.3 times and for Double A 
companies averages 4.1 times. This 
company earned its total interest 
charges in 1953 3.1 times, while it 
claims that in 1954 it will earn total 
interest charges 2.6 times without rate 
relief. 


We feel that it is impossible to as- 
sess these various factors with suff- 
cient accuracy, however to fix a defi- 
nite single value for future debt capital 
and because of the unpredictable na- 
ture of the future bond market assume 
that the cost for future borrowings will 
be about 3.25 per cent, on which basis 
the composite interest rate on already 
outstanding long-term debt and new 
bonds will be about 3.05 per cent. 

The company has no preferred 
shares outstanding and the balance of 
its capital structure is composed of 
common capital stock and earned and 
capital surplus. Company witness em- 
phasizes the relatively lower rate of 
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earnings presently experienced and the 
high debt ratio prevailing for this com- 
pany compared with the average for 
the electric utility industry of approxi- 
mately 38 per cent. It should be point- 
ed out, however, that the electric utility 
industry generally has approximately 
12 per cent of its total capitalization in 
preferred shares which constitute a 
prior claim on earnings. 

Witness also emphasizes the rela- 
tively small size of this company and 
the fact that earned surplus account is 
equivalent to only 1.4 per cent of the 
annual requirement for dividends on 
common stock while the average for 
the entire electric utility industry is 
2.75 per cent and for the ten other 
Triple A companies is 3.5 per cent. 


Despite this unfavorable picture, 
however, it is undeniable that the com- 
pany’s shares have enjoyed a low earn- 
ings-price ratio for many years and 
even at the time of issuance of this 
finding the price of the company’s 
shares had reached a point where they 
were selling to yield approximately 5 
per cent. To what extent the market 
was discounting the effect of this com- 
mission’s consideration of the com- 
pany’s request for higher rates is 
difficult to estimate. It is sufficient to 
observe, however, that the company’s 
shares have sold to yield at a rate 
which compares favorably with all 
electric utilities and at the time of the 
issuance of this finding compared 
favorably with the yield of stocks of all 
electric utilities with stock in the hands 
of the public. While witness empha- 
sizes the high pay-out ratio of this 
company, this again has been charac- 
teristic of the company and seems not 
to have influenced the market evalua- 
tion of the company’s shares unduly. 


The company’s relatively high equity 
ratio should react favorably in weigh- 
ing an investor’s evaluation of the com- 
pany’s risk. Moreover, the expected 
improvement in the company’s gas 
business with natural gas is also a 
favorable factor. 

After considering these various in- 
tangible factors, both favorable and un- 
favorable, we feel that an estimate of 
5.5 per cent is reasonable for the divi- 
dend market price ratio of the com- 
pany’s shares. Assuming a payout of 
80 per cent, which is higher than urged 
by the company but substantially below 
the company’s actual experience for 
some years, and assuming a provision 
for cost of financing and underpricing 
of 15 per cent, a fair measure for the 
rate at which the company could be ex- 
pected to earn on the common equity 
proportion of its rate base should not 
exceed 8.1 per cent. 

The payout ratio used above is con- 
siderably lower than the rate which 
has characterized the company since at 
least 1948. Although it is somewhat 
higher than the payout ratio for the ten 
Triple A utilities used by company 
witness, we point out again, however, 
that Connecticut utilities have been 
characterized by a relatively high pay- 
out ratio and that such has not appar- 
ently affected the company’s shares ad- 
versely in the minds of investors. 


Combining the rate of earnings on 
long-term debt and on common capital 
stock plus surplus found reasonable 
above in the proportions at which both 
will be reported in the company’s bal- 
ance sheet after the financing program 
is completed in 1955, we find a fair 
cost of capital to the company will be 
approximately 5.72 per cent. 

Rates which provide a rate of return 
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on rate base at least equal to 5.72 per 
cent clearly cannot be said to be un- 
reasonable. We find that a return of 
5.8 per cent, approximately, is reason- 
able and adequate to compensate the 
owners for the risks undertaken by 
them, to meet all interest and provide 
amply for any adverse effects not readi- 
ly measurable by statistical means. 


Rates of Return in Electric Depart- 
ment and Gas Department 


Although the company has persua- 
sive reasons which argue against in- 
creasing gas rates above the levels 
which presently obtain, these reasons 
result principally from the closely com- 
petitive nature of gas as a fuel for 
cooking and heating. 

From this admitted fact stems one 
of the problems in this proceeding. 
For the fair rate of return found above 
is fixed without reference to the fact 
that the company’s gas department 
provides approximately 11.9 per cent 
of the company’s total revenues, but it 
has been unable in the year 1953 and 
will not be able in the estimated year 
1954 to meet from gas operating reve- 
nues the total operating expenses, de- 
preciation, and taxes allocated to the 
department. As a result, the rate of 
return earned by the electric depart- 
ment is somewhat higher than that 
found reasonable for the entire com- 
pany in order that the entire property 
may earn at the rate which we find rea- 
sonable above. Although commission 
decisions are virtually uniform that 
electric and gas properties as a matter 
of theory should earn their own way 
and that revenues from one department 
should not be used to “subsidize” the 
other, it must be recognized that in 
this case at least the gas business 
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stands at the threshold ‘of a period of 
development which promises to make 
that department more nearly self-sup- 
porting than ever before. 

The company’s gas business is im- 
proving. In 1953 the company in- 
curred a loss of $381,574 in its gas 
department, in 1954 it estimated the 
loss will be reduced to $153,000, while 
in 1955 it anticipates a loss in the gas 
department of only $12,000. It is rea- 
sonable to assume, therefore, that with 
rates left undisturbed and with sales 
promoted with the same energy which 
has characterized its recent activities, 
the revenues from the gas department 
will soon begin making a material con- 
tribution to the company’s rate of re- 
turn. 

The company must issue additional 
securities soon to fund its outstanding 
bank loans and attract additional capi- 
tal for its construction program. It 
would have difficulty marketing addi- 
tional bonds except at uneconomic 
rates of interest or issuing and selling 
capital shares except at prohibitive 
cost. In view of the need for the com- 
pany to restore its earnings to a point 
where the over-all rate of return will 
be in the area found reasonable above, 
the practical economics prove to the 
satisfaction of this commission, at 
least, that increases in gas rates at this 
time would serve no useful purpose in 
increasing the company’s earnings. 
The earnings from the gas department 
can best be improved through volume 
of sales. 

In recognition of the fact that elec- 
tric utility customers should not con- 
tribute a disproportionate share to the 
return of the total company, however, 
we propose to examine carefully as 
soon as possible after the anniversary 


























date of this finding and order the an- 
nual experience for this company un- 
der the schedule of rates and charges 
hereinafter found reasonable. At that 
time the experience of the gas depart- 
ment will be carefully analyzed and if 
it should appear that revenues from 
that department are increasing to a 
point where the level of earnings from 
the electric customers is more than 
enough to provide a fair return on the 
over-all company rate base, attention 
will be given to appropriate modifica- 
tions in the then effective schedule of 
rates and charges for electric service. 


Rate Base 


The rate base upon which the com- 
pany should be allowed to earn at the 
above rate of return was shown for 
1954 to be $53,508,000, according to 
the company. This is a net increase 
over 1953 of $6,230,000. 

The increase in 1954 is due to the 
expenditures for construction during 
1954 of approximately $8,772,000, in- 
cluding the estimated cost of complet- 
ing projects authorized but incomplet- 
ed on December 31, 1953. These con- 
struction projects during 1954 are part 
of a construction program for the 2- 
year period 1954-1955 totaling about 
$14,569,000. Included in the projects 
are measures designed to improve 
transmission and distribution facilities 
in the electric department. Other 
projects include increasing capacity of 
substations, and making extensions of 
existing facilities to accommodate new 
customers and to handle the increased 
loads resulting from greater use by ex- 
isting customers. In addition, consid- 


erable funds will be expended to im- 
prove and make more efficient the com- 
pany’s present gas facilities and render 
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them more effective for use with the 
newly introduced natural gas. 

We show below in Table I the Rate 
Base of the company, as at December 
31, 1954, which includes the work 
under construction above described, as 
at December 31, 1954, and an allow- 
ance for working capital, fuel, reserves, 
and materials and supplies: 


TABLE I 
Rate Base 
December 31, 1954 


WEityeiane (can 26 ces otis 64,008,000 
Less: Utility Plant Acquisition 75,000 
Customers’ Contribution .... 197,000 
1 EER aes ge Re $63,736,000 
Add: Working Capital ....... 1,705,000 
Fuel Reserve... . 0. see dens 656,000 
Materials and Supplies ..... 928,000 
Gross Investment ......... $67,025,000 

Less Reserve for Deprecia- 
CNIS oe Hea ean 13,517,000 
eR aN hi hid 2s Meee hho hk $53,508,000 


[3] A provision for forty-five days’ 
operating expenses as a measure of 
working capital was requested by the 
company. We find this allowance a 
fair and reasonable estimate. 

An allowance of $656,000 for fuel 
expenses in 1954 is sought based on a 
four months’ supply of fuel normally 
kept at hand. This amount represents 
the cost of oil and coal in storage and 
allows a sufficient margin of safety to 
take care of emergencies which might 
arise. There is also included a pro- 
vision for materials and _ supplies 
amounting to $928,000, based on esti- 
mated inventory December 31, 1954. 
These estimates do not appear out of 
line, and we find that an allowance of 
$1,584,000 for fuel expense and ma- 
terials and supplies is no more than 
just and fair. 

The rate of return found reasonable 
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above has been calculated on a capitali- 
zation which contemplates the propor- 
tions of debt and equity capital which 
will exist for the reasonably antici- 
pated future. This rate of return 
should enable the company, under effi- 
cient and economical management, to 
earn on dollars invested in used and 
useful property at a rate sufficient to 
support the existing capital structure 
and to attract additional capital as 
needed at economical terms, thus bene- 
fiting both ratepayer and investor. 


Experience of the Company 
under Present Rates 


Company submitted its estimated 
experience for the year 1954, the year 
through which it is presently passing 
and on which we feel the company’s 
rates can best be measured (Re Con- 
necticut Light & P. Co. (1953) Dock- 
et 8846, 2 PUR3d 379, 388), on 
the basis of present rates effective for 
a full year and proposed rates effective 
June Ist. 

A more accurate and representative 
measurement of the adequacy of the 
company’s rates during a 12-month 
period requires that the company’s ex- 
perience for the year 1954 be restated 
to reflect twelve months’ experience 
under the proposed rates. We have 
accordingly adjusted upward the com- 
pany’s revenues to reflect the increase 
of 24 per cent, the average rate of 
increase. 

There are included in the company’s 
operating experience for 1954 certain 
increases in operating expenses. It is 
notable that during the period 1948 to 
1953, inclusive, the period in which 
The Connecticut Power Company 
operated as presently constituted, the 
gross operating revenues increased 
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approximately 40 per cent while utility 
operating income increased 43.5 per 
cent. In 1954, however, the company 
estimates its expenses will increase 
rapidly and evidence and testimony 
discloses that this increase will be due 
in part to the increased cost of power 
purchased from Hartford Electric 
Light Company, pursuant to a so- 
called “pooling agreement” used in the 
interconnected system of the Hartford 
Electric Light Company and The Con- 
necticut Power Company, and power 
purchased from Connecticut Light and 
Power Company, pursuant to a con- 
tract between Connecticut Power Com- 
pany and The Connecticut Light and 
Power Company governing the joint 
participation by those two companies 
in certain steam electric generating 
units owned and operated by one or the 
other of the two parties. 

The agreement with Hartford Elec- 
tric can best be understood by compar- 
ing it with the results which would ob- 
tain if a separate generating and trans- 
mission company were organized 
which owned and operated the produc- 
tion and transmission facilities of the 
two companies which have been desig- 
nated as joint facilities and that the 
fixed and operating expenses of this 
hypothetical generating and transmis- 
sion company were allocated to the two 
companies in the ratio of their individ- 
ual loads to be the combined load. 

In addition to the elements of ex- 
pense of the so-called demand group, 
the energy expense is allocated in pro- 
portion to the kilowatt-hour use of 
each company. 

The critical decision involved in the 
pooling agreement is what facilities 
should be considered as joint facilities. 
The contract provides, among other 




















things, that the rate of return on the 
jointly used facilities will be 5 per cent. 
It is clear that since a 5 per cent return 
on that plant included in the joint 
facilities is recovered through pay- 
ments made by one company or the 
other, and are recovered in toto from 
the customers, that on that portion of 
the plant, at least, which is included in 
joint facilities, the risk is somewhat 
minimized. 

The pooling agreement enables both 
companies to realize the benefits of 
plant which has been installed by one 
company or the other and duplicate 
facilities are avoided. Economies 
which result from large capacity, more 
efficient equipment, are thus realized 
by both parties. From the study which 
has been made of the present contract 
it appears that the payments made 
under it are fair for rate-making pur- 
poses. 

The operating expenses attendant 
on the agreement with The Connecti- 
cut Light and Power Company result 
from the need by this company to pur- 
chase energy in the Stamford division 
to accommodate the increased load. 
Under the terms of this particular con- 
tract The Connecticut Light and Pow- 
er Company has hypothetically re- 
served to The Connecticut Power 
Company approximately one-sixth of 
the capacity of its new 75,000-kw unit 
at the Devon station, together with 
necessary fuel supplies and miscellane- 
ous equipment. This contract likewise 
has been carefully examined and 
seerns fair to both parties for, among 
other reasons, the fact that the equip- 
ment reserved is one of the most 


efficient of the new units on The Con- 
necticut Light and Power Company’s 
system. 
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Since there are included in both of 
these agreements “built-in” rates of re- 
turn on the investment cost which, as 
mentioned above, are recovered in toto 
from the customers, it should be point- 
ed out that to this extent, at least, The 
Connecticut Power Company’s risk is 
minimized and the investment charac- 
ter of its securities enhanced. It is im- 
possible, of course, to fix a precise 
value on such an intangible factor. 
Clearly, however, it operates to remove 
any doubt as to the reasonableness of 
our decision herein in fixing a rate of 
return no higher than 5.8 per cent. 

The balance of the increases in oper- 
ating expenses have been carefully ex- 
amined and appear reasonable for rate- 
making purposes and have been so al- 
lowed. 

On the basis of 1954 experience, 
therefore, it appears that the company’s 
operating income will be $2,515,000 
approximately, representing a rate of 
return on rate base found reasonable 
above of 4.79 per cent. 


The full year 1954 under proposed 
rates, however, will yield operating 
income of about $3,264,000 equiva- 
lent to a rate of return of 6.19 per cent. 

We have found above that a rate of 
return of 5.8 per cent is just and rea- 
sonable for the company. We find, 
therefore, that the present schedule of 
rates and charges is less than just and 
reasonable, since it yields operating in- 
come considerably lower than 5.8 per 
cent and further find that the proposed 
rates are more than just and reason- 
able to the extent they yield operating 
income in excess of $3,100,000 based 
on 1954 experience. This results in a 
reduction in the increase sought by the 
company from $1,584,000 annually to 
$1,138,884. 
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Allocation of Increased Revenues 


[4] The company’s proposal would 
place the entire increase on residential 
electric customers. We have previ- 
ously explained why some of the in- 
crezse should not be borne by custom- 
ers of the gas department at this time. 
The increase to residential customers 
would correct what appears to be a 
somewhat unfavorable relationship be- 
tween the existing residential rates and 
the commercial and industrial rates. 

The company points out that in- 
creases in fuel costs have been borne by 
commercial and industrial customers 
through fuel charges but that such fuel 
charges have had a negligible effect on 
residential customers because a higher 
base price of coal is used in the fuel 
adjustment formula which applies to 
residential customers. Since 1941 the 
price per kilowatt hour to residential 
customers is down 30 per cent while 
for commercial and industrial custom- 
ers the price per kilowatt hour is 
slightly higher than in 1941. The rec- 
ord discloses that usage by residential 
customers has increased more rapidly 
than for commercial and industrial cus- 
tomers and that a comparison with 
neighboring utilities shows average 
revenues per kilowatt hour billed for 
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residential customers are lower while 
commercial and industrial are some- 
what higher. 

A large proportion of the construc- 
tion program on which the company 
is engaged is made necessary by in- 
creased usage by residential customers. 
These customers have failed to bear a 
fair share of the return on the plant 
dedicated to them. Costs per kilowatt 
of installed capacity have increased 
sharply during the period when this 
increase in usage has taken place. In 
addition, residential customers have 
not borne increases in fuel costs to the 
same extent as commercial and indus- 
trial customers. 

We feel, therefore, that the increases 
authorized herein, which are lower 
than those sought by the company, 
may reasonably be placed upon resi- 
dential customers. Our order below 
[omitted herein] provides for the can- 
cellation of the existing rate schedules 
and for the filing of revised schedules 
to become effective on approval by the 
commission and for review of the com- 
pany’s operating experience to observe 
the effect of improvements in the ex- 
perience of the company’s gas depart- 
ment. 
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Southern Telephone Company 
of Pennsylvania 


United Telephone Company 


of Pennsylvania 


Additional Plaintiffs: Middleburg Rural Telephone Company 
and Borough of Greencastle 


Complaint Docket Nos. 15285, 15286 
June 1, 1954 


OMPLAINT by telephone companies that rates proposed by 
C another company are unjust and unreasonable; complaint 
dismissed and tariff approved. 


Rates, § 130 — Adequacy of service as issue. 
1. The adequacy of a company’s service will not be considered at issue in 
a rate proceeding, p. 79 

Rates, § 539 — Telephone companies — Flat rates for local exchange service. 
2. Flat rates charged by a telephone company for local exchange service 
cannot be considered compensatory since the charges are generally set at 
a nominal value for the accommodation of rural telephone groups oper- 
ating service line facilities beyond a given base rate area, p. 80. _ 


Rates, § 582 — Telephone company — Rural service line — Exchange service 
rates. 
3. A toll collection arrangement entered into by a telephone company and 
a rural service line company should not be considered in determining a 
uniform rate for a class of service available to all rural telephone companies 
operating through the exchanges, since such arrangement embraces local 
operating conditions only, p. 80. 

Telephones, § 14 — Rural service line — Compensation for collecting toll charges. 
4. A rural service line company is not entitled to compensation from a tele- 
phone company for services performed in collecting toll charges from sub- 
scribers where the rural company does not own, operate, or maintain toll 
trunk facilities or central office equipment for handling the transmission 
of toll messages, p. 80. 

Rates, § 532 — Telephone company — Local exchange rates. 

5. A telephone company should be authorized to increase local exchange 
rates where such increase is equitable and reasonable, p. 82. 


Valuation, § 299.1 — Working capital — Accrued taxes. 
6. No allowance should be made for working capital where the com- 
pany’s accrued taxes more than equal the amount needed, p. 87. 
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Return, § 20 — Rate of return — Stipulation by parties. ‘ 
7. The commission will accept a stipulation by the parties to a rate case 






that a company is entitled to a return of 6 per cent where such stipulation, 
although not binding, does not appear unreasonable, p. 87. 


Return, § 111 — Telephone company — Increased local exchange rates. 
8. A telephone company’s proposed local exchange rates are not excessive, 
unreasonable, or discriminatory where the increase will produce revenues 
$18,000 in excess of 6 per cent of the lower measure of value considered 
and $81,000 less than 6 per cent of the higher measure of value and a finding 


By the Commission: On April 28, 
1951, The United Telephone Company 
of Pennsylvania, respondent, filed with 
the commission Supplement No. 17 to 
its Tariff Pa. P. U. C. No. 13 and 
Supplement No. 9 to its Tariff Pa. 
P. U. C. Toll No. 1, proposing increas- 
es, decreases, and changes in its then 
existing rates and charges for local 
exchange service and toll service, ef- 


fective June 30, 1951. 


On June 29, 1951, complaints were 
filed by Southern Telephone Compa- 
ny of Pennsylvania (Southern) and 
Middleburg Rural Telephone Compa- 
ny (Middleburg) docketed at C-. 
15285, and the Burgess and Town 
Council of Greencastle (Greencastle ) 
docketed at C. 15286. These com- 
plaints allege that the rates proposed 
for telephone service rendered by re- 
spondent are unjust and unreasonable 
and in violation of § 301 of the Public 
Utility Law. 

The grounds of the complaint of 
Southern and Middleburg include, in- 
ter alia, the following: 

(a) That respondent proposes to 
double its rates for exchange switch- 
ing service, such increase being so ar- 
bitrary as to make the furnishing of 
telephone service by complainants to 
their subscribers economically burden- 
some. 
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of fair value, if made, would justify the proposed rates, p. 89. 





(b) That complainants collect toll 
charges from their subscribers for re- 
spondent without commission or 
charge to respondent and complain- 
ants believe that this service should 
be considered in computing respond- 
ent’s proposed rates for exchange 
switching service. 

(c) That the quality of respondent’s 
service is so poor as to make the exist- 
ing rates adequate for the service ren- 
dered. 

The grounds of the complaint of 
Greencastle include, inter alia, the fol- 
lowing : 

(a) That respondent proposes to 
increase telephone rates in the bor- 
ough of Greencastle approximately 
double the amount of increase for sim- 
ilar telephone service in the borough 
of Chambersburg, a much larger com- 
munity. 

(b) That the rate increase to Green- 
castle subscribers will raise their rates 
considerably higher than the rates ap- 
plicable in other communities of com- 
parable size and that the alleged advan- 
tage of free telephone service to 
Waynesboro is offset by inadequate 
facilities between Greencastle and 
Waynesboro making it impossible to 
place calls to Waynesboro on many 
occasions each day. 

(c) That the quality of service ren- 
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dered by respondent in Greencastle is 
so poor as to make the existing rates 
entirely adequate. 

On July 16, 1951, respondent’s 
counsel filed motions to strike or dis- 
miss the complaints on the grounds 
that they violate Rule 26 of the com- 
mission’s rules of practice by the in- 
clusion therein of complaints against 
rates and service; also that the com- 
plaint grounds are improper and in- 
sufficient in substance. The commis- 
sion subsequently denied respondent’s 
motion to strike or dismiss these com- 
plaints. 

At a hearing held on June 2, 1952, 
five witnesses testified in behalf of 
complainants and three witnesses for 
respondent. Among the exhibits of- 
fered in evidence for respondent were 
comprehensive studies of depreciation, 
trended original cost, and applicable 
depreciation reserve requirements. 

On November 7, 1952, the record 
in these proceedings was supplement- 
ed by a stipulation, filed by opposing 
counsel, that the commission may, for 
the purpose of disposing of these cas- 
es, accept as the fact proven that re- 
spondent is entitled to a return of 6 
per cent. 


Tariff Supplements 

Respondent’s tariff supplements, 
which became effective on June 30, 
1951, provide in general for: 

(1) Increases in basic rates for all 
classes of local service. 

(2) Increases in rates for business 
and residence extensions, wiring plans, 
in mileage charges for extension, 
Morse, leased and tie lines, in flat 
rates for private branch exchange 
switchboards and stations, in charges 
for moves and changes, in service con- 
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nection charges and in miscellaneous 
service and installation charges. 

(3) Increases resulting from with- 
drawal of free local service between 
certain exchanges and the substitution 
therefor of toll service. 

(4) Decreases resulting from en- 
largement of free local service areas 
and the elimination of toll service 
therein. 

(5) Decreases resulting from en- 
largement of base rate areas of certain 
exchanges. 

(6) Decreases to new customers re- 
sulting from a revised basis of deter- 
mining line construction and attach- 
ment charges applicable to service 
extensions outside base rate areas. 

These tariff supplements were ap- 
parently designed by respondent in a 
form to give recognition to the num- 
ber of subscribers in each local calling 
area and to provide equitable rate dif- 
ferentials for areas of different sizes 
and for different classes and grades of 
service. 

Respondent’s Exhibit No. 1 shows 
in tabular form the local exchange 
rates established by respondent’s tariff 
supplements effective June 30, 1951, 
as follows: [Table omitted. ] 


The above local exchange rate sched- 
ule, while providing increases for all 
classes of local service, eliminates a 
wide variation in local rates formerly 
effective in different sections of re- 
spondent’s territory and establishes a 
uniform rate structure for the several 
classes and grades of service according 
to the number of subscribers in each 
local calling area. 

The application of uniform local ex- 
change rates together with increased 
charges for miscellaneous services and 
supplemental equipment will produce 
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additional gross revenue of approxi- 
mately $396,000, annually, which rep- 
resents approximately 12.7 per cent of 
respondent’s gross operating revenues 
for the twelve months ended Septem- 
ber 30, 1951. 

In regard to the need for increased 
revenue, a witness for respondent made 
the following statements: 

““. =. . we have had a remark- 
able growth since the war. This has 
of course brought in greatly increased 
income, but our expenses have in- 
creased faster than income with the 
result that our net return has gone 
down. 

“We are facing a continuing de- 
mand for service that must be met by 
expansion of or addition to our plant 
j We must have more money 
to build more plant and we must be 
able to show satisfactory earnings to 
attract the new investment to do this 
construction job. 


“In the way of costs, the 
costs of materials have doubled gen- 
erally, and in some cases have tripled 
since the war. Wages and salaries 
have increased in general in line with 
economic trends. 

“Tn the matter of taxes, . since 
1947, our federal income tax rates 
have increased from 38 per cent to 47 
per cent, to 52 per cent. State income 
taxes were increased last year from 4 
per cent to 5 per cent.” 


Respondent 

Respondent was incorporated as 
“Cumberland Valley Telephone Com- 
pany of Pennsylvania’ on December 
28, 1915, under the laws of the com- 
monwealth of Pennsylvania. Re- 
spondent’s present corporate name, 
“The United Telephone Company of 
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Pennsylvania” was adopted on May 
5, 1931. 

Respondent furnishes local exchange 
telephone service and long-distance or 
toll telephone service throughout its 
charter territory which comprises all 
of Franklin and Perry counties and 
portions of Adams, Bedford, Blair, 
Centre, Clinton, Cumberland, Dauph- 
in, Fulton, Huntingdon, Juniata, Mif- 
flin, and York counties. Respondent 
also furnishes toll service to points 
outside its territory by means of inter- 
connections with The Bell Telephone 
Company of Pennsylvania, American 
Telephone and Telegraph Company, 
and several independent telephone 
companies. 

During the 6-year period immedi- 
ately following the war, respondent’s 
growth was substantial. According to 
respondent’s figures for the period 
from December 31, 1945, to Decem- 
ber 31, 1951, respondent gained 30,- 
147 telephones and added $5,049,228 
to its investment in telephone plant 
in service. Respondent’s testimony in 
this connection, broken down by years, 
follows: [Table omitted.] 


Respondent expects its growth to 
continue indefinitely at the rate of 5,- 
000 telephones per year, unless a ma- 
jor upset occurs in the national econ- 
omy. During the years 1949, 1950, 
and 1951, respondent received 32,129 
new applications for service, or an av- 
erage of over 10,000 new applications 
per year. During the same 3-year pe- 
riod, respondent’s construction pro- 
gram totaled more than $1,800,000, 
annually. Respondent’s testimony in- 
dicates that its anticipated require- 
ments for new plant construction 
should not decrease in the foreseeable 
future. 


























The September 30, 1951, capitali- 
zation of respondent comprised $4,- 
500,000 of first mortgage bonds which 
was 53.6 per cent, $1,500,000 of pre- 
ferred capital stock which was 17.8 
per cent, and $2,395,007 of common 
capital stock and earned surplus which 
was 28.6 per cent of the total capitali- 
zation of $8,395,007. 

Respondent’s parent company, Unit- 
ed Utilities, Incorporated, a Kansas 
corporation, owns all of respondent’s 
common stock and thereby exercises 
complete control over respondent’s op- 
erations. 


Scope of Complaints 

Examination of the two formal 
complaints instituted against respond- 
ent’s tariff supplements discloses (1) 
that both complaints concern respond- 
ent’s Greencastle local exchange tariff 
which constitutes only one of the 58 
local exchange tariffs which became 
effective on June 30, 1951, and (2) 
that both complaints, while protesting 
against respondent’s increased tele- 
phone rates, make serious reflections 
upon the quality or adequacy of re- 


Class Individual Line 
of effective prior to 
Service 6/30/51 6/30/51 
 ———— $5.75 $4.50 
Residence .......... 3.50 3.00 
Class Multiparty Line 
of effective prior to 
Service 6/30/51 6/30/51 
USUIOES, ws oo $4.75 $3.50 
WRGHIGENCE: .. 6c ces ao 2.00 


The complaints of Southern and 
Middleburg concern only respondent’s 
increased rates applicable to “Service 
Stations” (exchange switching serv- 
ice). As shown by the above com- 


parison, “Service Station” rates were 
increased from 50 cents to one dollar 
per month, effective June 30, 1951. 
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spondent’s telephone service in the 
Greencastle and Waynesboro exchange 
areas. 

[1] In a rate proceeding, the ade- 
quacy of the service rendered by re- 
spondent cannot be considered at is- 
sue inasmuch as the purpose of the 
proceeding is to adjudicate the fairness 
or reasonableness of respondent’s rates. 
Therefore, we will not dwell on the 
matter of service inadequacy except to 
note that the record in these proceed- 
ings includes statements by respond- 
ent’s witness to the effect that service 
improvements are under way to re- 
lieve the unsatisfactory service condi- 
tions experienced by complainants’ 
witnesses. 

Henceforth, consideration will be 
given to the complaint allegations re- 
lating to respondent’s increased rates 
in the Greencastle exchange area. Re- 
spondent’s Greencastle Local Ex- 
change Tariff, effective June 30, 1951, 
lists the following monthly flat rates 
which are compared with the corres- 
ponding rates in effect prior to June 
30, 1951: 


2-Party Line 4-Party Line 
effective prior to effective prior to 
6/30/51 6/30/51 6/30/51 6/30/51 
$5.25 $4.00 $4.75 $3.50 
3.00 2.50 2.50 2.00 
Service Station 
effective prior to 
6/30/51 6/30/51 
$1.00 $0.50 
1.00 50 


Southern is a small rural telephone 
company operating approximately 250 
telephones through respondent’s ex- 
changes at Greencastle, Marion, Cham- 
bersburg, and Mercersburg. Most of 
Southern’s telephones are connected to 
respondent’s Chambersburg exchange. 

Middleburg, also a small rural tele- 


5 PUR 3d 








PENNSYLVANIA PUBLIC 


phone company, operated prior to 
April, 1953, approximately 115 tele- 
phones in Franklin county through 
respondent’s Greencastle exchange. 
On March 30, 1953, the commission 
approved the acquisition by respond- 
ent of Middleburg’s telephone proper- 
ty and rights and, subsequently, Mid- 
dleburg transferred its patrons to 
respondent and ceased operations. 
Accordingly, Middleburg’s complaint 
herein is moot and will be dismissed. 

Southern’s president and principal 
stockholder testified that the 50-cent 
increase in respondent’s rates for ex- 
change switching service is economi- 
cally burdensome and that such in- 
creases would compel Southern to 
increase its subscriber rates. This 
witness stated that Southern’s month- 
ly rate for multiparty residence service 
of $2.25, if increased by 50 cents per 
month, would be 25 cents higher than 
respondent’s $2.50 monthly flat rate 
for multiparty residence service. We 
consider this contention to be without 
merit. 

[2] Examination of 
tariff supplements, effective June 30, 
1951, discloses that in all instances 
where the local exchange tariff in- 
cludes rates for ‘Service Stations,” 
such rates, without exception, are uni- 
formly increased from 50 cents to one 
dollar per month and are applicable 
to all rural telephone companies operat- 
ing through respondent’s exchanges. 


respondent’s 


Respondent’s testimony in support 
of the increased “Service Station” 
rates explains that these rates have 
been increased so that rural telephone 
companies bear their share of the in- 
creased rate burden made necessary by 
the higher cost of furnishing telephone 
service experienced by respondent. 
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Monthly flat rates for ‘Service Sta- 
tions” cannot be considered as com- 
pensatory telephone rates since the 
charges for local exchange switching 
service are generally set at a nominal 
value for the accommodation of rural 
telephone groups operating service 
line facilities beyond a given base rate 
area. 

We are unable to find from this 
record that increased charges for 
exchange switching service are un- 
reasonable as a_ rate for service, 
particularly in view of respondent’s 
statement that certain of its operating 
expenses have substantially increased 
since 1946. 

[3,4] Southern’s witness also tes- 
tified in support of its complaint that 
respondent, in computing its rates for 
exchange switching service, should 
consider the service performed by 
Southern in collecting toll charges 
from its subscribers for respondent’s 
account without commission or charge. 

We can see no real merit in this 
contention from a rate-making point 
of view. This is a local matter sub- 
ject primarily to respondeni’s mana- 
gerial discretion. Any toll collection 
arrangement, where entered into by 
respondent and a rural service line 
company, would embrace local operat- 
ing conditions only and would have 
no bearing on the determination of a 
uniform rate for a class of service 
available to all rural telephone compa- 
nies operating through respondent’s lo- 
cal exchanges. But in this specific 
instance complainant does not own, 
operate, or maintain toll trunk facili- 
ties or central office equipment for 
handling the transmission of toll mes- 
sages. It has no exchange personnel 
and we are of the opinion that com- 





























plainant’s contention that it is entitled 
to compensation for toll service has 
little or no merit. 


The complaint of Greencastle pri- 
marily concerns respondent’s increased 
rates applicable in the borough of 
Greencastle, since such increases are 
greater than corresponding increases 
for similar service furnished by re- 
spondent in the borough of Chambers- 
burg, a much larger community, and 
in other communities comparable in 
size to Greencastle. However, Green- 
castle’s witnesses offered little direct 
testimony in regard to increased local 
exchange rates in Greencastle, but con- 
fined their testimony principally to de- 
lays experienced in completing calls 
between Greencastle and Waynesboro. 

Cross-examination of respondent’s 
witness disclosed that at the time re- 
spondent’s rates were filed, 5,737 main 
telephone stations were included in the 
Greencastle local service area, broken 
down by communities, as follows: 


Main Stations 


Greencastle 1,380 
Marion ......... 156 
Waynesboro, Pa. 4,181 
Waynesboro, Md. 20 

Total 5,737 


Respondent’s witness stated that, 
since the Greencastle local service area 
includes more than 5,000 main tele- 
phone stations or subscribers, the lo- 
cal exchange rates of the subscriber 
band designated as Class 4 apply to 
all subscribers in the Greencastle local 
service area. This witness further ex- 
plained that the number of main tele- 
phone stations in the Chambersburg 
exchange area totaled approximately 
5,504, placing that community in the 
same subscriber band, Class 4, with 
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the same rates being applicable as in 
the Greencastle and Waynesboro local 
exchange areas. 


The record shows that prior to June 
30, 1951, the effective date of the 
tariff supplements complained of here- 
in, little uniformity existed among the 
various local exchange rates which 
then applied in certain portions of re- 
spondent’s territory. For more than 
twenty years prior to this rate filing, 
no major rate increases were made by 
respondent, and the former local ex- 
change rates were, for the most part, 
the same as those rates originally in- 
herited by respondent from the four- 
teen predecessor companies which ini- 
tially operated in various sections of 
respondent’s present service area. 


Respondent’s present local exchange 
rates are classified under four progres- 
sive subscriber bands to give recogni- 
tion to the number of telephones in 
each local service area and thereby es- 
tablish a uniform rate structure for 
the several classes and grades of serv- 
ice furnished by respondent. 


The fact that the rates in the Green- 
castle and Waynesboro exchange areas 
are now identical to those in effect in 
the Chambersburg area does not de- 
note that ihe rates applicable in the 
Greencastle exchange area are exces- 
sive or unreasonable, but rather that 
the number of subscribers in the 
Greencastle and Waynesboro local 
service areas, under the new subscrib- 
er band classification, places Greencas- 
tle subscribers in the same rate cate- 
gory as Chambersburg subscribers. 
If respondent’s subscribers in the 
Greencastle exchange area alone, num- 
bering approximately 1,380, were con- 
sidered as comprising a separate local 
service area, such subscribers would 
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fall in subscriber band, Class 2, with 
correspondingly lower local exchange 
rates. However, if such were the case, 
toll charges would then apply on all 
calls between Greencastle and Waynes- 
boro. 

A determination as to whether 
Greencastle subscribers should be in- 
cluded in the Waynesboro local service 
area would require up-to-date factual 
information to show that a natural 
“community of interest” exists be- 
tween Greencastle and Waynesboro 
and also whether the telephone traffic 
between these points is made up of 
calls by a large percentage of the sub- 
scribers in the Greencastle-Waynesbo- 
ro area or by a relatively small per- 
centage of such subscribers. 

In the course of its telephone oper- 
ations, respondent should be in posses- 
sion of this information and should 
be in a position to best determine what 
communities should be included in a 
given local service area. Therefore, 
we will not question herein the inclu- 
sion of Greencastle subscribers in the 
Waynesboro local service area. We 
will, however, expect respondent to 
conduct from time to time traffic stu- 
dies in this and other local service areas 
throughout its operating territory for 
the purpose of establishing, maintain- 
ing, or changing local service areas in 
keeping with natural changes in com- 
munity of interest brought about by 
changed conditions with respect to 
population growth, transportation, or 
industrial and commercial activity in 
the several areas served by respond- 
ent. 

[5] For the purpose of this order, 
we have confined our review of re- 
spondent’s increased local exchange 
rates to the several subscriber bands 
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established by respondent in the in- 
stant tariff supplements. Wé find that 
the rates, as set up for each subscrib- 
er band, are equitable and that the 
general rate simplification from a tariff 
standpoint has considerable merit. We 
further find that the rate inequities 
complained of herein, between commu- 
nities of various sizes, stem from the 
former rate disparity heretofore effec- 
tive and are not the result of any un- 
reasonableness in the local exchange 
rates now applicable. Therefore, we 
will not disturb the local exchange 
rates established by respondent for the 
several subscriber bands, nor will we 
sustain the complaint of Greencastle 
against the form or pattern of respond- 
ent’s rate structure. 

Irrespective of the limited scope of 
the complaints considered herein, the 
institution of these complaint proceed- 
ings within the 60-day statutory pe- 
riod has placed the burden of proof 
upon respondent to show that its tariff 
rates over all, which became effective 
June 30, 1951, are just and reason- 
able and not in violation of § 301 of 
the Public Utility Law. To this end 
respondent engaged engineers who 
submitted for the record a substantial 
amount of testimony and evidence rel- 
ative to the value of respondent’s tele- 
phone property used and useful in its 
public service. We shall, therefore, 
proceed to examine respondent’s evi- 
dence in this connection. 

Respondent submitted as exhibits 
the following evidence of the value of 
its used and useful property at Sep- 
tember 30, 1951: 

(1) Original cost at September 30, 
1951. 

(2) Trended original cost at aver- 




















age prices for the 9-month period end- 
ed September 30, 1951. 

(3) Trended original cost at aver- 
age prices for the 33-month period 
ended September 30, 1951. 

(4) Depreciation reserve on re- 
spondent’s books at September 30, 
1951. 

(5) Depreciation reserve require- 
ment applicable to original cost at Sep- 
tember 30, 1951. 

(6) Depreciation reserve require- 
ment applicable to trended original 
cost at average prices for the 9-month 
period ended September 30, 1951. 


(7) Depreciation reserve require- 
ment applicable to trended original 
cost at average prices for the 33- 
month period ended September 30, 
1951. 


(8) Materials and supplies (aver- 
age during the 12-month period ended 
September 30, 1951). 


(9) Cash working capital (average 
during the 12-month period ended 
September 30, 1951). 

(10) Telephone plant under con- 
struction. 

Respondent’s Exhibit 2 shows the 
book cost at September 30, 1951, of 
respondent’s total telephone plant in 
service to be $9,320,500.08, and the 
depreciation reserve on respondent’s 
books at September 30, 1951, to be 
$1,731,869.82. Respondent’s Exhibit 
2 shows the following summary appli- 
cable to book cost and depreciation re- 
serve: [Table omitted. ] 


Respondent’s Exhibit 3, a deprecia- 
tion study; Respondent’s Exhibit 4, 
a trended original cost study; and Re- 
spondent’s Exhibit 5, a study of de- 
preciation reserve requirement appli- 
cable to trended original cost, were 
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prepared for respondent by an inde- 
pendent engineering firm. 

Respondent’s depreciation study 
shows the methods used in determin- 
ing average service life, net salvage and 
depreciation reserve requirement for 
each depreciable plant account. Wit- 
ness for respondent, a valuation en- 
gineer, testified that four general 
methods were used in estimating the 
average service lives for the various 
classes of depreciable plant, as follows: 

(1) the life span method was used 
for buildings and central office equip- 
ment which comprised 18.3 per cent 
of respondent’s depreciable plant at 
September 30, 1951. 

(2) the indicated survivor method 
was used for station apparatus and 
private branch exchanges, for the pole 
line and wire accounts, for furniture 
and office equipment, and for certain 
cable accounts; which property repre- 
sented 75.9 per cent of respondent’s 
depreciable plant at September 30, 
1951. 

(3) the actuarial method was used 
for the motor vehicle account based 
upon respondent’s recorded mortality 
experience. 

(4) the judgment method was used 
for the remaining accounts which rep- 
resented 3.7 per cent of respondent’s 
depreciable plant at September 30, 
1951. 

It is noteworthy that average serv- 
ice lives applicable to approximately 
76 per cent of respondent’s depreciable 
plant were estimated by means of the 
indicated survivor method and that 
average service lives applicable to less 
than 4 per cent of respondent’s depre- 
ciable plant were estimated by the 
judgment method. 

Respondent’s engineer testified that 
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after the average service life of the 
plant in the various depreciable plant 
accounts at September 30, 1951, had 
been determined, estimates were made 
of the percentages of net salvage which 
would be realized from that plant upon 
retirement from service and based up- 
on these two factors, the annual de- 
preciation rate for each account was 
computed. 


Schedule 39 of Respondent’s Exhib- 
it 3 shows the following summary of 
estimated average service life, esti- 
mated percentage of net salvage and 
the resulting annual rate of deprecia- 
tion for each of respondent’s depreci- 
able plant accounts at September 30, 
1951: 


TABLE IV 


SUMMARY OF AVERAGE SERVICE LIFE, NET SALVAGE 
AND ANNUAL DEPRECIATION RATE 


Account 

Number Class of Plant 

201 Organization ene 

207.01 Right-of-way Exchange 

207.02 Right-of-way Toll 

211 Land ; 

212 Buildings Hise 
221.01 Central Office Equipment—Manual 
221.03 Central Office —— ee 
231 Station Apparatus . 

232 Station Installations ...... 
233 Drop and Block Wires ......... 
234 Private Branch Exchanges 

235 Booths and Special Fittings 

241.01 Pole Lines—Exchange ... 


241.01T Pole Lines—Toll 


242.01 Aerial Cable—Exchange 
242.01T Aerial Cable—Toll ............ 
242.02 Underground Cable—Exchange 
242.02T Underground Cable—Toll 

242.03 Buried Cable joe 

243.01 Aerial Wire—Exchange 4 
243.01T Aerial Wire—Toll ............ 
244.01 Underground Conduit—Exchange 


261 Furniture and Office Equipment 


264.01 Motor Vehicles .........+...- 
264.05 Tools and Other Work Equipment 
264.06 Storeroom Work Equipment . 





( ) denotes negative figure—net salvage for 


In the development of reserve re- 
quirement or accrued depreciation for 
the various depreciable plant accounts, 
respondent’s engineer stated that cer- 
tain accounts were studied by the ret- 
rospective method and that other ac- 
counts were studied by the prospective 
method (life table). Examination of 
Respondent’s Exhibit 3 shows that re- 
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Average Net Annual 
Service Life Salvage Depreciation 
in Years % Rate—% 
50.0 0.0 2.00 
50.0 0.0 2.00 
42.7 26.8 1:71 
12.4 35.0 5.24 
24.7 5.0 3.85 
6.0 85.0 2.50 
8.0 77.0 2.88 
23.9 0.0 4.26 
17.5 (2.0) 5.83 
15.5 1.0 6.39 
27.0 24.0 2.81 
33.0 35.0 1.97 
39.0 15.0 2.18 
40.0 15.0 ZA3 
40.0 0.0 2.50 
20.5 (2.0) 4.98 
24.0 44.0 235 
60.0 0.0 1.67 
36.0 18.0 2.28 
9.5 50.0 5.26 
25.0 5.0 3.80 
25.0 5.0 3.80 


this account is taken as minus 2%. 


serve requirement applicable to rights 
of way, underground cable-toll, buried 
cable, tools, and other work equip- 
ment, and storeroom work equipment 
was developed by the retrospective 
method, and that the prospective 
method was applied to the accounts 
applicable to buildings, central office 
equipment, station apparatus, private 




















branch exchanges, booths and special 
fittings, pole lines, aerial wire and ca- 
ble, underground cable-exchange, un- 
derground conduit, motor vehicles, 
and furniture and office equipment. 
Respondent’s depreciation study 
shows that the total estimate reserve 
requirement for the plant accounts 
which are depreciable for accounting 
purposes was found to be $1,783,039.- 
36, or 21.01 per cent of the indicated 
original cost of plant in service in those 
accounts at September 30, 1951. The 
total estimated reserve requirement for 
all depreciable plant accounts, includ- 
ing Station Installations and Drop and 
Block Wires, was found to be $1,811,- 
935.01, or 19.95 per cent of the indi- 
cated original cost of plant in service 
in those accounts at September 30, 


1951. 


In our opinion respondent’s depre- 
ciation study is sound and comprehen- 
sive. We will accept the results of 
such study for the purpose of this case. 

The following is a summary of re- 
spondent’s depreciation reserve re- 
quirement as developed in Respond- 
ent’s Exhibit 3: [Table omitted. ] 

Respondent’s Exhibit 4, a trended 
original cost study, develops estimates 
of the original cost which would have 
been incurred by respondent if the 
price levels that prevailed during the 
9-month and 33-month periods ended 
September 30, 1951, had been the price 
levels, respectively, during each of the 
years in which respondent’s utility 
plant in service at September 30, 1951, 
was installed or constructed. This ex- 
hibit shows the methods and sources 
of cost indexes used in the develop- 
ment of the trended original cost esti- 
mates. The original cost of organiza- 
tion, rights of way (exchange and 
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toll), and land are not trended and 
are included in the trended original 
cost estimates at original cost. 

Respondent’s trended original cost 
study shows that the estimated origi- 
nal cost of respondent’s utility plant in 
service at September 30, 1951, was 
$9,215,016.34. This study indicates 
that the trended original cost of re- 
spondent’s utility plant in service at 
September 30, 1951, was $12,459,- 
509.17, at the average price level dur- 
ing the 9-month period ended Septem- 
ber 30, 1951; and $12,056,885.76, at 
the average price level during the 33- 
month period ended September 30, 
1951. 


The following summary, set forth 
in Respondent’s Exhibit 4, shows re- 
spondent’s estimates of original cost 
and trended original cost: [Table 
omitted. ] 

Respondent’s Exhibit 5, a reserve 
requirement study, develops the depre- 
ciation reserve requirements applicable 
to the trended original cost determina- 
tions in Respondent’s Exhibit 4. The 
following summaries show the reserve 
requirement at September 30, 1951, 
at average price levels during the 9- 
month and the 33-month periods end- 
ed at that date: [Tables omitted. ] 

In Tables V, VII, and VIII above 
[omitted herein], reserve require- 
ments are given for Account 232, Sta- 
tion Installations, and Account 233, 
Drop and Block Wires. By definition 
of the Uniform System of Accounts, 
these accounts are not depreciable for 
accounting purposes and reserve ra- 
tios are not applicable thereto from a 
strict accounting viewpoint. How- 
ever, for rate case purposes, respond- 
ent applied the same reserve ratios to 
Accounts 232 and 233 as it applied to 
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Account 231, Station Apparatus. Re- 
spondent’s treatment of these accounts 
for valuation purposes conforms to the 
procedure set forth in our order of 
July 10, 1950, Pennsylvania Pub. Util- 
ity Commission v. Pennsylvania 
Teleph. Corp. 86 PUR NS 292. 

The testimony of respondent’s en- 
gineer, in connection with his studies 
of original cost, trended original cost 
and depreciation reserve requiremerits 
applicable to those price bases, as set 
forth in Respondent’s Exhibits 3, 4, 
and 5, was not the subject of cross- 
examination by complainant’s counsel. 
In fact, the record in this proceeding 
contains no adverse testimony whatso- 
ever with respect to these exhibits. 

Respondent’s balance sheet at Sep- 
tember 30, 1951, as set forth in Re- 
spondent’s Exhibit 2, includes a plant 
asset of $1,264,598.14 applicable to 
Telephone Plant under Construction. 


In regard to this item, respondent’s 
witness, its president and general man- 


ager, testified as follows: ‘The con- 
struction program for the last several 
years has grossed better than $1,800,- 
000, for example, in each of the past 
three years. Our budget for 1952 
contemplates gross additions to plant 
in the amount of $1,968,000. It ap- 
pears to us that we will require or 
will carry on a construction program 
in the neighborhood of $2,000,000 for 
some years ahead . 

Respondent’s Exhibit 2, page 6, 
shows respondent’s claim, for rate base 
purposes, of $749,803.77 for Materials 
and Supplies, which respondent’s wit- 
ness stated was “the monthly average, 
material and supplies on hand for the 
12-month period preceding September, 
1951.” 

The record shows that this same 
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witness testified that respondent’s 
claim of $284,796.60 for cash working 
capital was determined by taking “the 
total on distribution, what we call our 
voucher distribution which is total ex- 
penses, less material and supplies, tax- 
es, accruals to depreciation reserve, or 
common stock dividend—but it does 
not include prepayments.” 

The several measures of value of 
respondent’s telephone plant in service 
at September 30, 1951, offset by ac- 
crued depreciation and including re- 
spondent’s claims for Telephone Plant 
under Construction, Materials and 
Supplies, and Working Capital, are 
shown in the following tabulation: 
[See next page. ] 

The measures of value, as summa- 
rized above, were submitted by re- 
spondent as evidence of the value of 
its used and useful property for rate- 
making purposes, and no adverse tes- 
timony relative thereto was offered by 
complainants. According to a state- 
ment of respondent’s counsel, book cost 
measure of value was offered in evi- 
dence inasmuch as book cost formed 
the substantial base of respondent’s 
supporting information filed with the 
commission in connection with its tar- 
iff supplements which became effec- 
tive June 30, 1951. However, book 
cost is not considered an acceptable 
measure of value for rate-making pur- 
poses and respondent has submitted 
the additional measures of value tab- 
ulated above. 

Respondent’s continuing property 
records and original cost studies were 
not completed at the time this record 
was closed. However, the original 
cost estimates submitted herein by re- 
spondent’s engineer in connection with 
his depreciation study are properly in- 
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TABLE IX 


MEASURES OF VALUE 
(By Respondent) 


Trended Original Cost 


Book Cost at 


Estimated 
Original Cost at 
Sept. 30, 1951 


Average Prices 
9-Month Period 
Ended 9/30/51 


Average Prices 
33-Month Period 
Ended 9/30/51 


Sept. 30, 1951 
Telephone Plant in 
service 
Property held for 
future use 


$9,320,500.08 
45,750.00 


$9,215,016.34 
45,750.00 


$12,056,885.76 
45,750.00 


$12,459,509.17 
45,750.00 





$9,366,250.08 


Less: Depreciation 
1,731,896.82 


Reserve 


$9,260,766.34 
1,811,935.01 


$12,505,259.17 
3,092,790.93 


$12,102,635.76 
2,992,804.70 





$7,634,353.26 
1,264,598.14 


749,803.77 
284,796.60 


Net Depreciated .. 
Telephone Plant un- 

der construction .. 
Materials and Sup- 


$7,448,831.33 
1,264,598.14 


749,803.77 
284,796.60 


$9,412,468.24 
1,264,598.14 


749,803.77 
284,796.60 


$9,109,831.06 
1,264,598.14 


749,803.77 
284,796.60 





$9,933,551.77 


dicative as a measure of value. Re- 
spondent’s trended original cost esti- 
mates based on average prices during 
the 9-month period ended September 
30, 1951, constitute little more than 
spot price estimates due to the brief 
costing interval considered. On the 
other hand, the original cost estimates 
based on average prices in effect dur- 
ing the 33-month period ended Sep- 
tember 30, 1951, represent a more 
reasonable measure of value of re- 
spondent’s property. 

For the purpose of disposing of these 
proceedings, we will consider those 
measures of values set forth in Table 
IX which are based on estimated orig- 
inal cost and trended original cost at 
average prices during the 33-month 
period ended September 30, 1951. In- 
cluded in each of these measures of 
value is $1,264,598 for construction 
work in progress and $284,797 for 
cash working capital. 

Respondent made no adjustment of 
income that may result from placing 


$9,748,029.84 


$11,711,666.75 $11,409,029.57 


in service the construction work in 
progress, although it did increase in- 
come by an amount of $45,952.36 pre- 
sumably representing interest charged 
to construction during the test year. In 
the absence of any evidence on prob- 
able income from this construction 
work, we shall exclude the amount 
therefor from the measures of value 
and also exclude the $45,952 in deter- 
mining income available for return. 

[6] With respect to cash working 
capital, the balance sheet of respond- 
ent at September 30, 1951, reflects ac- 
crued taxes of $303,097, more than 
offsetting the claim for cash working 
capital of $284,797. Accordingly this 
claim is disallowed. 

Deducting the two items reduces the 
original cost measure of value to $8,- 
198,635, and the 33-month average 
price trended original cost measure of 
value is reduced to $9,859,635. 

[7] The record in these proceed- 
ings includes a stipulation, filed by op- 
posing counsel, to the effect that the 

5 PUR 3d 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


commission may, for the purpose of 
disposing of these cases, accept as the 
fact proven that respondent is entitled 
to a return of 6 per cent. Although 
such a stipulation is not binding on us, 
the stipulated return does not appear 
unreasonable, and we will use it for 
the purpose of this order. 

Accordingly, the application of a 
rate of return of 6 per cent to respond- 
ent’s measures of value as adjusted 
by us and indicated above, of $8,198,- 
635, and $9,859,635, respectively, 
would result in a figure for annual 
return between $491,918 and $591,- 
578. 

Respondent’s Exhibit 2 includes in- 
come statements applicable to respond- 
ent’s operations for respective 12- 
month periods ended December 31, 
1946, 1947, 1948, 1949, 1950, and 
September 30, 1951, also a pro forma 


income statement annualized at Sep- 
tember 30, 1951. 

Respondent’s pro forma income 
statement annualized at September 30, 
1951, was prepared to show the effect 
of respondent’s rates which became ef- 
fective June 30, 1951, upon net operat- 
ing income. According to testimony 
of respondent’s witness, revenues re- 
ceived under the new rates during Au- 
gust, September, and October, 1951, 
were used as a basis to arrive at an 
average figure for revenue per station, 
which was annualized at September 
30, 1951. Operating expenses were 
likewise averaged and annualized at 
September 30, 1951. 

Respondent’s income statement for 
the 12-month period ended September 
30, 1951, also the pro forma income 
statement annualized at September 30, 
1951, as set forth in Respondent’s Ex- 
hibit 2 are shown, in part, below: 


TABLE X 


NET OPERATING INCOME—FROM INCOME STATEMENTS FOR 
12-MONTH PERIOD ENDED SEPTEMBER 30, 1951, AND 
PRO FORMA ANNUALIZED AT SEPTEMBER 30, 1951 


OPERATING REVENUES 
Local Service Revenues 
Toll Service Revenues 
Miscellaneous Revenues 


Total See 
Uncollectible Operating Revenues—Cr. 


Total Operating Revenues 


OPERATING EXPENSES 
Maintenance 
Depreciation 
Traffic 
Commercial 
General 
Miscellaneous 


Total Operating Expenses 


Net Operating Revenues 
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Pro Forma 
Annualized at 


12-Months Ended 
September 30, 1951 


September 30, 1951 


$1,636,099.36 
1,304,417.21 
165,838.16 


$3,106,354.73 
4,400.00 


$3,101,954.73 


$430,827.65 
308,707.04 
1,079,842.07 
253,469.15 
154,404.93 
153,315.32 


$2,380,566.16 


. $721,388.57 


$2,007,551.70 
1,402,654.47 
170,987.29 


$3,581,193.46 
7,200.00 


$3,573,993.46 


$420,494.96 
345,797.04 
1,141,829.91 
268,744.83 
161,583.57 
159,260.44 


$2,497,710.75 
$1,076,282.71 





‘ 
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OPERATING TAXES 
Federal Income Tax 
Other Operating Taxes 


Total Operating Taxes 


Net Operating Income 


[8] Respondent’s pro forma income 
statement annualized at September 30, 
1951, shows that application of the 
local exchange rates, effective June 30, 
1951, produces net operating income 
calculated at $510,924. Thus, re- 
spondent’s evidence shows that its net 
income available for return upon ap- 
plication of its new rates is about $18,- 
000 more than 6 per cent of the lower 
measure of value considered above, but 
is some $81,000 deficient of 6 per cent 
of the higher measure of value. 

We have not made a finding of fair 
value, but we are of the opinion that 
any finding of fair value that could 
be made in view of this record would 


$422,031.08 
143,327.63 


$565,358.71 


$510,924.00 


$223,174.59 
118,690.31 


$341,864.90 
$379,523.67 


justify respondent’s contention for re- 
turn as indicated herein. According- 
ly, we find that respondent’s rates now 
in effect and complained of herein are 
not excessive and that there is no un- 
reasonableness or discrimination ap- 
parent in such rates; therefore, 

It is ordered: That the complaint 
filed by Southern Telephone Company 
of Pennsylvania and Middleburg Ru- 
ral Telephone Company docketed at 
C. 15285, and the complaint filed by 
the burgess and town council of Green- 
castle docketed at C. 15286 be and are 
hereby dismissed, and the records 
therein marked closed. 





CALIFORNIA PUBLIC UTILITIES COMMISSION 


Joan George 


Pacific Telephone & Telegraph Company 


Decision No. 50278, Case No. 5542 
July 13, 1954 


errs by telephone subscriber against company’s re- 
fusal to restore service; sustained. 


Service, § 134 — Denial for improper use — Police request. 
1. A telephone company which had received three letters from a city police 
department requesting the disconnection of telephone service, on the ground 
that it was being used for disseminating gambling information, was found 
to have acted with reasonable cause in effecting the disconnection requested, 


p. 90 
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Service, § 134 — Restoration after discontinuance — Unlawful use — Racing 


information. 


2. A subscriber whose telephone was discontinued at the request of the 
police because a third party, occasionally assisted by the subscriber, had 
used the phone for the dissemination of racing information was permitted 
to make application for service in the same manner as any other applicant, 
where it appeared that the use to which the subscriber had put the phone 
was not in and of itself illegal, that the third party would no longer have 
access to the phone, and that the subscriber had a definite need for telephone 


service, p. 90. 


APPEARANCES: Cyril A. Walton 
for complainant ; Pillsbury, Madison & 
Sutro, by John A. Sutro, and Lawler, 
Felix & Hall, by L. B. Conant, for de- 
fendant. 

Opinion 

By the Commission: [1, 2] The 
complaint, as amended, alleges that 
Joan George, who resides at 1226 
Sunset Boulevard, Los Angeles, Cali- 


fornia, prior to February 12, 1954, 
was the user of telephone service fur- 


nished by the defendant company. 


This service consisted of number 
MAdison 6—-8605 which was listed 
in the name of Fred Woodward, the 
son of complainant, and numbers 
MAdison 6-6734, MAdison 6-6735, 
and MAdison 6-6736, listed in the 
name of Anthony George, the de- 
ceased husband of complainant. In 
addition there was another telephone 
at 12263 Sunset Boulevard under 
number MAdison 6—-1415, listed in 
the name of Ethel Pepper. On or 
about February 12, 1954, all of the 
above-mentioned telephone facilities 
were disconnected by the police depart- 
ment of the city of Los Angeles. On 
or about February 23, 1954, the com- 
plainant received a notice from the de- 
fendant company to the effect that the 
above-mentioned telephone _ service 
would be discontinued. On or about 
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April 1, 1954, the complainant made 
an application to the defendant tele- 
phone company for telephone facili- 
ties to be furnished to her at the 
above address, in her name. The 
defendant company refused and still 
refuses to furnish such facilities. It 
is also alleged that complainant will 
suffer irreparable injury and great 
hardship if she is deprived of telephone 
facilities at her residence, and further 
that she did not use, and does not in- 
tend to use, telephone facilities as an 
instrumentality to violate the law. 

Under date of May 27, 1954, the 
telephone company filed an answer al- 
leging, among other things, that pur- 
suant to Decision No. 41415, in Case 
No. 4930, dated April 6, 1948 (47 
Cal PUC 853), it had reasonable cause 
to believe that the telephone service 
in question was to be used as an in- 
strumentality directly or indirectly to 
violate or to aid and abet the violation 
of the law. 

A public hearing was held in Los 
Angeles on June 28, 1954, before Ex- 
aminer Syphers, at which time evi- 
dence was adduced and the matter sub- 
mitted. 

At the hearing the complainant tes- 
tified that she was the owner and oper- 
ator of an apartment house at 1226 
Sunset Boulevard. At that address, 
prior to February 12, 1954, there were 
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five telephones, three were on a three- 
telephone rotary system under num- 
bers MAdison 6—-6734, MAdison 6- 
6735, and MAdison 6—-6736, one was 
a single installation under number 
MAdison 6—8605, and the fifth was an 
extension of a telephone in the base- 
ment. The basement apartment bears 
the address 12264 Sunset Boulevard, 
and the telephone installed there was 
under number MAdison 6-1415. On 
February 12, 1954, pclice officers of 
the city of Los Angeles entered the 
premises and removed all of the tele- 
phones in complainant’s apartment as 
well as the telephone in the basement 
apartment at 12263 Sunset Boulevard. 

At the time of this incident there 
were present in the apartment, in addi- 
tion to the police officers, the complain- 
ant and a Mr. Guy Cale. The com- 
plainant testified that Mr. Cale had 
been using the telephones for a period 
of eight or nine months to give infor- 
mation on horse racing. She did not 
know whether or not Mr. Cale re- 
ceived or placed bets, and testified that 
she personally did not receive or place 
bets over the telephone. However, 
upon occasion she would assist Mr. 
Cale in his business of disseminating 
horse-racing information. While the 
police removed the telephones, no ar- 
rests were made. 

Complainant further testified that 
she now desires a single telephone for 
her personal use. In this connection, 
she owns some apartments in Monte- 
bello and has need to make and receive 
calls to the tenants there. She further 
testified that Guy Cale does not now 
have access to her apartment and will 
not have access to her telephone if one 
should be installed. It is alleged that 
she does not now know where he is. 


There was a stipulation permitting 
the introduction in evidence of Exhib- 
its 1, 2, and 3, which are letters from 
the Los Angeles Police Department to 
defendant company requesting discon- 
nection of the telephone service in 
question. 

The position of the telephone com- 
pany was that it had acted with rea- 
sonable cause in disconnecting the 
telephone service inasmuch as it had 
received the letters designated as Ex- 
hibits 1, 2, and 3. 

After a consideration of this record 
we now find that the telephone com- 
pany’s action was based upon reason- 
able cause as that term is used in Deci- 
sion No. 41415, supra. 

Inasmuch as there is no evidence 
connecting complainant with any ille- 
gal use of the telephone, and inasmuch 
as complainant testified she did not use 
and does not now intend to use the 
telephone facilities for unlawful pur- 
poses, there is no reason why she 
should be deprived of telephone facili- 
ties. The evidence in this case indi- 
cates that the telephone was used for 
the disseminating of racing informa- 
tion, although this activity in and of it- 
self is not illegal. (People v. Brophy 
(1942) 49 Cal App2d 15, 120 P2d 
946). The testimony also indicates 
that Guy Cale, who was engaged in 
this activity, no longer has access to 
complainant’s apartment. 


ORDER 


The complaint of Joan George 
against The Pacific Telephone and 
Telegraph Company having been filed, 
public hearing having been held there- 
on, the matter now being ready for 
decision, the commission being fully 
advised in the premises and basing its 
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decision upon the evidence of record 
and the findings herein, 

It is ordered that The Pacific Tele- 
phone and Telegraph Company shall 
consider an application for telephone 


service from the complainant herein 
upon the same basis as that of any 
other subscriber. 

The effective date of this order shall 
be twenty days after the date hereof. 





NORTH DAKOTA PUBLIC SERVICE COMMISSION 


Nodak Rural Electric Cooperative, Inc. 


Northern States Power Company 


Case No. 5111 
July 10, 1954 


ae PLAINT by co-operative that electric company’s extension 
interferes with its service; dismissed. 


Monopoly and competition, § 50 — Customer preference — Electric company — 


Co-operative territory. 


An electric company may properly serve a customer located beyond the 
corporate limits of the city served by the company, notwithstanding that a 
co-operative also serves the area where the customer is situated, where the 
area is part of the environs of the city and the customer has indicated a 


preference for company service. 


(NELson, Commissioner, dissents. ) 


Findings of Fact, Conclusions 
and Order 


By the Commission: On the 9th 
day of November, 1953, the Nodak 
Rural [Electric Cooperative, Inc., 
hereinafter referred to as Nodak, filed 
a complaint with this commission al- 
leging that the respondent Northern 
States Power Company, hereinafter re- 
ferred to as NSPC, had unlawfully ex- 
tended its electric distribution system 
north of the city of Grand Forks, 
North Dakota, into a rural area more 
specifically described as the N4 SW} 
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of Sec. 33, Twp. 152, R. 50, Grand 
Forks county, North Dakota. 

A copy of the complaint was duly 
served upon the respondent together 
with notice of hearing thereon. Pur- 
suant to proper notice, and after 
NSPC had answered said complaint, 
hearing was held in Grand Forks, 
North Dakota, on January 29, 1954, 
and the following appearances were 
made: 

W. T. DePuy, Grafton, North Da- 
kota, appearing for the complainant, 
Nodak Rural Electric Cooperative, 
Inc.; Philip R. Bangs, Grand Forks, 
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North Dakota, and Arthur R. Ren- 
quist, Minneapolis, Minnesota, ap- 
pearing for respondent Northern 
States Power Company; and R. W. 
Wheeler, Bismarck, North Dakota, 
appearing as commerce counsel for the 
public service commission. 

The commission, being fully advised 
in the premises, makes the following 


Findings of Fact 


This case involves a territorial dis- 
pute between a rural electric co-opera- 
tive and a public utility wherein the co- 
operative, organized under the Rural 
Electrification Administration and the 
laws of this state, claims the exclusive 
right to serve a customer situate be- 
yond the corporate limits of a city 
served by a public utility but a part of 
the environs of such city. 


The North Dakota State Highway 
Department is constructing a new shop 
and office building in the N} SW} of 
Sec. 33-152-50, Grand Forks county, 
about 1100 feet north of the corporate 
limits of Grand Forks on U. S. High- 
way 81 which was recently rerouted 
into the city. 


Nodak distributes electric energy in 
seven counties in northeastern North 


Dakota, including Grand Forks coun- 
ty. It receives its energy from Minn- 
kota Power Cooperative generating 
plant located in said Section 33 North 
of the city of Grand Forks and has con- 
structed a distribution line through 
said Section 33. It owns a 3-phase 
line constructed on the east side of 
new Highway No. 81 from which it 
serves the grain cleaning plant of the 
State Mill and Elevator. This grain 
cleaning plant is about 800 feet from 
the new highway shop and the 3-phase 


line of Nodak passes within 300 feet 
of the shop location. 

The Grand Forks Division of 
NSPC serves the city of Grand Forks 
and environs and 17 other cities and 
villages in the vicinity. It has served 
customers located immediately north 
of the Grand Forks city limits for 
many years and has constructed dis- 
tribution lines running within 1500 
feet of the location of the new highway 
shop as early as 1917. The new line 
built to serve the shop parallels a 
Nodak line. On the other hand, Nodak 
has built lines in the environs of the 
city paralleling NSPC lines. Both 
companies are lawfully operating in the 
district. 

The North Dakota Highway De- 
partment requested service proposals 
from both Nodak and NSPC which 
were promptly supplied. On Septem- 
ber 23, 1953, it elected to take service 
from NSPC and requested that it ex- 
tend service to the building site as soon 
as possible. 


From the foregoing facts, the com- 
mission concludes that: both Nodak 
Rural Electric Cooperative, Inc., and 
Northern States Power Company are 
lawfully rendering electric service to 
customers in the district immediately 
north of the city of Grand Forks, 
North Dakota ; the new shop and office 
building being built by the State High- 
way Department is situate in the en- 
virons of the city of Grand Forks 
where it could lawfully be served by 
either the complainant or respondent 
herein; the preference of an electric 
customer for service from a particular 
company, where more than one electric 
service company is lawfully operating, 
is entitled to consideration by this com- 
mission, 
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The extension of the distribution 
facilities of NSPC necessary to render 
service to the new shop and office of 
the State Highway Department at 
Grand Forks, North Dakota, does not 
unreasonably interfere with the service 
or system of Nodak. 

It is, therefore, ordered that the 
complaint of the Nodak Rural Elec- 
tric Cooperative, Inc., herein be, and 
it is hereby, in all things dismissed. 

Commissioner Ernest D. Nelson, 
not concurring: It is my opinion that 
the complaint prayed for by the appli- 
cant, Nodak Rural Electric Coopera- 
tive, Inc. (hereinafter referred to as 
Nodak), should be granted for the 
reason and on the grounds: 

(1) That this extension of electric 
service effected by the Northern States 
Power Company is contrary to the 
provisions of § 49-0301, as amended. 

(2) That the Northern States 
Power Company (hereinafter re- 
ferred to as NSP) should have applied 
to this commission for a certificate or 
authority before extending its line to 
the North Dakota Highway Depart- 
ment shop in the N3$ SW} of Sec. 33- 
152-50. By its failure to do so, the 
NSP ignored this commission, an 
administrative agency of this state in- 
vested with the administration of the 
laws governing in this case. The NSP 
was aware that this site was in an area 
in which the Nodak was presently 
serving. 

(3) The Nodak was able, ready, 
and willing to give service to the afore- 
mentioned shop and had the unques- 


tioned legal authority to doso. The 
location of the new shop was in a rural 
area and one in which the REA was 
designed to serve. 

(4) The North Dakota Highway 
Department is a member of the Nodak 
Rural Electric Cooperative and, as 
such, is legally entitled to take service 
from the Nodak. 

(5) The NSP held no certificate of 
convenience and necessity issued to it 
by this commission to serve this area 
outside the city limits of Grand Forks. 

(6) Service could be furnished by 
the REA but a short distance from the 
shop, whereas the NSP had to build 
over a considerable distance and with 
much greater expense. 

(7) There is no authority granted 
to this commission under the North 
Dakota laws which would warrant a 
“customers’ preference” to be used in 
making a determination in this case. 

(8) The NSP should have refrained 
from extending its service until such a 
time as a hearing could have been held 
and interested parties given an oppor- 
tunity to express themselves if in favor 
or against the proposed extension. 

(9) It was illegal for the NSP to 
extend their lines to the point in ques- 
tion because this area was already re- 
ceiving electricity from the Nodak. 

Upon consideration of these factors 
and other evidence of record, I am 
convinced that the NSP should be 
ordered to cease and desist from this 
service until such a time as they have 
received from this commission a cer- 
tificate or authority to do so. 
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RE PACIFIC TELEPHONE & TELEGRAPH CO. 


CALIFORNIA PUBLIC UTILITIES COMMISSION 


Re Pacific Telephone & Telegraph 
Company 


Decision No. 50402, Application 
August 17, 1954 


PPLICATION by telephone company for authority to increase 
A rates; application approved. 


Expenses, § 114 — Additional income taxes. 
1. Additional income taxes levied against a telephone company are properly 
chargeable to operating expense, p. 96. 

Rates, § 146 — Increase — Additional taxes as factor. 


2. A telephone company should be authorized to increase its rates where 
additional revenue is needed to offset increased federal income taxes, 


p. 96. 


First Supplemental Opinion and Order 

By the Commission: By its first 
supplemental application in the above- 
entitled proceeding filed August 4, 
1954, The Pacific Telephone and Tele- 
graph Company, a corporation, seeks 
authorization to file for increased rates 
to produce additional gross revenues of 
$7,071,000 which is equivalent to in- 
creased federal income taxes imposed 
upon applicant by the Revenue Code 
of 1954. Under such code applicant 
will be obligated to pay federal income 
taxes, from and after April 1, 1954, at 
a rate of 52 per cent rather than the 47 
per cent rate upon which its presently 
effective tariffs are based. With 


respect to the provisions of said code 
which would permit applicant to adopt 
a liberalized method of depreciation ac- 
counting for its property, applicant 
states that it is advised such regula- 
tions will not be prescribed until about 


December 1, 1954. 





Applicant alleges that special rul- 
ings by the Internal Revenue Service 
will be necessary following the pre- 
scription of said regulations before the 
applicability of said alternative meth- 
ods of depreciation accounting to the 
telephone industry can be determined. 
Applicant further states that it does 
not presently contemplate the exer- 
cise of any of the new optional provi- 
sions for calculating depreciation for 
income tax proposed for the year 1954 
and that it will not undertake the exer- 
cise of any of said provisions without 
the prior approval of this commission. 

The telephone rates authorized by 
this commission’s Decision No. 50258, 
issued July 6, 1954, 5 PUR3d —, in 
this matter were based upon revenues 
and expenses that reflected the 47 per 
cent income tax rate in effect at that 
time. To produce the amount of addi- 
tional annual intrastate revenue of $7,- 
071,000 which is hereby found to be 
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necessary to offset the increase in ap- 
plicant’s federal income taxes resulting 
from the higher tax rate of 52 per cent, 
applicant proposes that this commis- 
sion authorize such part of parts of 
the proposed increased rates set forth 
in Exhibit A to the original applica- 
tion of December 10, 1952, Exhibit D 
to the amendment to application dated 
March 6, 1953, and Exhibit H to the 
second amendment to application dated 
December 2, 1953, or such other rates 
as this commission deems appropriate. 

[1] It is the rule established by the 
Supreme Court of the United States 
that income taxes, both state and fed- 
eral, are a proper charge to operating 
expense. (Galveston Electric Co. v. 
City of Galveston,-258 US 388, 399, 
PUR1922D 159, 169, 66 L ed 678, 
684, 42 S Ct 351; Georgia R. & Power 
Co. v. Georgia R. Commission, 262 
US 625, 632, 633, PUR1923D 1, 5, 6, 
67 Led 1144, 1148, 43 S Ct 680.) The 
court stated unequivocally that income 
taxes are a proper charge to operating 
expense and that it is error not to 
allow such charge. In the circum- 
stances, we are of the opinion that this 
commission is bound by the rule laid 
down by the Supreme Court of the 
United States concerning the subject 
in question. Therefore the additional 
income taxes levied against this appli- 
cant at the 52 per cent rate must now 
be allowed as a proper charge to its 
operating expense. 


Applicant has heretofore made a 
full showing of the facts justifying the 
increased rates authorized by Deci- 
sion No. 50258, dated July 6, 1954, 
supra, and we have so found. 

The following method, which is in 
keeping with the findings in said deci- 
sion, will be used to spread the in- 
crease in charges: 


Category Amount 


Service Connection and Move and 
Change Charges $1,946,000 

PBX Equipment, Installation 
Charges, and Monthly Rates ... 1,879,000 

Key Telephone Equipment, Instal- 
lation Charges, and Monthly 
Rates :....-: - 

Other Exchange Services, Instal- 
lation Charges, and Monthly 
Rates . eee 

Toll (increases in certain station 
rates over 100 miles, and certain 
person rates over 36 miles) 


586,000 


120,000 


2,540,000 
$7,071,000 


Total 


[2] The commission is of the opin- 
ion and finds that applicant’s instant 
request is reasonable, that the spread 
of rates being authorized herein is rea- 
sonable, and that applicant’s request 
should be granted without delay. Be- 
ing of the further opinion that a pub- 
lic hearing hereon is not necessary, 

It is found as a fact that the increas- 
es in telephone rates and charges au- 
thorized herein are justified and that 
present rates and charges, in so far as 
they differ therefrom, are for the 
future unjust and unreasonable. 
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DELTA-STAR’S SUBSTATION 


to reduce engineering costs — save your time 


Delta-Star has been designing and building sub- 
stations for the nation’s expanding utilities for 
more than 30 years—and many of these stations 
have been repeat orders from companies who are 
more than satisfied with Delta-Star’s resources 
and service. 

DELTA-STAR has the knowledge based on proved 
design and engineering skill, and has worked out 
1 practical standardized system of handling 
which reduces the time required for planning, 
abrication and shipment to a minimum. 


DELTA-STAR has the facilities. Component parts 


WHEN YOU WANT THE BEST IN HIGH VOLTAGE SWITCHING EQUIPMENT SPECIFY DELTA-STAR 


for equipment are in stock ready for assembly. 
Structural steel is accurately cut and punched, 
then hot-dip galvanized under precise control in 
our own shops. Careful checking and marking 
before shipment insures a ‘‘custom”’ fit. 


Every detail from anchor bolts to switching 
equipment is covered by drawings in the con- 
struction folder for quick and easy erection. 


We shall be happy to consult with you on your 
substation requirements for any voltage rating 
and submit data on design, cost and delivery. 
Contact factory or nearest district office. 


DELTA-STAR ELECTRIC DIVISIO 


H. K. PORTER COMPANY, INC. 


OF PITTSBURGH 
2437 FULTON STREET, CHICAGO 12, ILLINOIS 
DISTRICT OFFICES IN PRINCIPAL CITIES 








EXPERIENCE 


THIS IS 
NOVEMBER! 


And this is the SPECIAL ADVANTAGE STICKER 
which d of companies are using this month 
on the front cover of Electrified Industry. —> 





THe SPECIAL ADVANTAGES of electric 
service include: . . Convenience . . . Flexibil- 
ity . . Instant Starts ... Economy... Reli- 
ability . . Cleanliness . . . Good Regulation 
. . . Ability to take Overloads . . . and the 
Cooperation and Advice on Electrical Prob- 
lems which most power companies offer. 


Customers are reminded of you and of the 
SPECIAL ADVANTAGES of being on your 
lines. In addition your stickers help them 
route your messages to additional readers. 


Some companies make up stickers which 
carry their own slogan ( a good idea). Others 
have Reddy Kilowatt remind the readers that 
electric power is their willing servant. 








BURDENS are now borne in your plant 
by electricity, instead of workers’ muscles. 
The extra power to start large machines 
comes from the great power system of 





OHIO EDISON COMPANY 


a 














Power salesmen make friends for your 
companies and add to your “net divisable.” 
Years ago they decided that they needed help 
to overcome the effects of the competitive 
power, diesel-and-steam, agin-the-utilities 
magazines that they saw on their customers 
desks. They helped create the picture maga- 
zine which tells the true story that electricity, 
properly used, is worth many times its cost. 


They use this magazine to make 21¢ calls 
for them in between the $5 and $10 calls they 
make in person. 


By using Electrified Industry they are able 
to maintain better-than-ever customer contac: 
and increase the net revenue of the utilities 


ELECTRIFIED INDUSTRY ~ Todays Bisiness 


Martin Publications = 20 No. Wacker Dr., Chicago 6 

















Industrial Progress 


Electric Industry Reaches 1|00 
Million Kilowatts on 75th 
Anniversary of Edison's 

Electric Light 
PH United States electric utility in- 
ustry reached 100 million kilowatts 

i generating capacity on October 

st, when the huge 156,250-kw #4 
encrator of Detroit Edison Com- 
any’s new St. Clair plant went into 
peration, according to Harold Quin- 
on, president of Edison Electric In- 
titute. This event occurred 75 years 
0 the day after Thomas A. Edison 
wented the first practical electric 
ight bulb. 

“In achieving this record high,” Mr. 
Duinton said, “the electric utility in- 
ustry has doubled its generating 
apacity in the nine years since the 
nd of World War II, when the 
ation’s investor-owned, cooperative 
ind governmental utilities had a total 
apacity of just 50 million kilowatts. 

“Our reaching the 100-millionth 
‘ilowatt on the exact anniversary of 
‘dison’s light is a happy coincidence,” 
Ir. Quinton commented. “Installa- 
ion schedules had indicated that the 
ile.tone might not be attained until 

rst part of November. But favor- 
construction progress throughout 
ountry brought us to the mark 

a! of the previously expected 


«mpletion and dedication of the 
lair generator had been planned 
" Detroit Edison as a_ Light’s 
iti iond Jubilee event long before its 
d-making 100-millionth-kilowatt 
‘vas known. John Edison Sloane, 
rat lson of Thomas Edison, dedi- 
ate | the plant. 


Gis Employes Offered Home 
Study Course by I.G.T. 

\F OME study course in natural gas 

rouction and transmission—de- 

igned for utility gas industry em- 


ployes from newcomers to executives 
—is being offered by the Institute of 
Gas Technology, Chicago. 

Well over 900 copies of the text for 
the course have been distributed since 
it was initiated less than two years ago, 
according to Capt. E. S. Pettyjohn, 
vice president and director of the gas 
institute. Approximately 900 em- 
ployes of 119 gas companies of the 
United States and Canada are taking 
the course or have completed it and 
received their certificates of accom- 
plishment. 

Subject matter for the texts has 
been planned so it can be understood 
by persons with little or no training in 
the ‘fields under discussion, Capt. 
Pettyjohn pointed out. However, the 
coverage of all subjects is sufficiently 
comprehensive that the courses can be 
integrated with cadet engineering pro- 
grams and can serve as_ refresher 
courses for more experienced utility 
personnel. The course is offered under 
several plans to suit the needs and cir- 
cumstances of individual enrollees and 


to fit into employe training programs 
of companies. 

Detailed information on the course 
may be secured by writing to: The 
Director, Institute of Gas Technology, 
17 West 34th Street, Chicago 16, IIl. 


New High Sierra Dam Dedicated 
By Southern Cal. Edison 


LAKE Thomas A. Edison, formed by 
the completion of the new Vermilion 
Dam, the most recent addition to the 
Southern California Edison Com- 
pany’s Big Creek-San Joaquin river 
multipurpose hydroelectric project, 
was dedicated recently by Harold 
Quinton, Edison president. The dedi- 
cation, high in the Sierra-Nevada 
Mountains, was an event of the nation- 
wide observance of Light’s Diamond 
Jubilee. 

The Big Creek-San Joaquin river 
project is the company’s greatest 
source of hydroelectric power for 
Southern and Central California. The 
construction of Vermilion Dam and 
Lake Thomas A. Edison is a continua- 


(Continued on page 28) 
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j Common and Preferred Dividend Notice 


October 27, 1954 
The Board of Directors of the Company has declared 
the following quarterly dividends, all payable on 
Dec. 1, 1954, to stockholders of record at close of 


Preferred Stock, 5.50% First Preferred Series .$1.3714 
Preferred Stock, 4.75% Convertible Series... .$1.18% 
Preferred Stock, 4.50% Convertible Series... .$1.12'4 


LOUISIANA 


Amount 
per Share 


cS Secretary 
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machine-digging in 





Above 


City Congestion ,~ Ground 


THE MINNEAPOLIS GAS COMPANY recently installed gas | 
mains in such major downtown thoroughfares as Fifth St., | 


Sixth St., Nicollet Ave., and Second Ave. S., in connection 
with one of the city’s biggest repaving programs in years. 


Shown here are crews of Minnesota Williams Company | 
putting in one of these lines under Fifth St. between Nicollet | 


and Hennepin Aves. 


The compactness of the CLEVELAND Trencher and its | 
maximum operator visibility and control—inherent in all | 
CLEVELANDS—made machine-digging practical on this | 
job despite traffic problems and numerous underground | 
obstructions. Advantages like these, enabling CLEVELAND | 
owners to dig more trench, in more places at less cost, have | 


earned outstanding preference for CLEVELANDS—among 
contractors, utilities and municipalities, alike. 


Write for Full Line CLEVELAND Bulletin or 
See Your Local CLEVELAND Distributor 


THE CLEVELAND TRENCHER COMPANY 


20100 ST. CLAIR AVENUE e@ 











CLEVELAND 17, OHIO | 
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INDUSTRIAL PROGRESS 
(Continued) 


tion of Edison’s forty-year devel 
ment of this project. 

The use of additional water fr 
Lake Thomas A. 
average of 122,000,000 kilowatt-hoj 
of electr icity annually to the output) 
the company’s six existing Big Cr@ 
powerhouses, making more pov 
available throughout Central a 
Southern California. During ex¢ 
tionally dry years the productioi 
Big Creek powerhouses can_ be 
creased by as much as 440,000, 
kilowatt-hours by reserve water sto 
in the new lake. 

Construction of Vermilion 1) 
across Mono Creek, was begua 
May, 1953. It is an earthfill structy 
of approximately 5,400,000 « 

yards of material with a crest leng 
of 4,320 feet and a height of 160 f 


above the stream bed. 


RCA Offers "Engineering Guidi) 
book" to Microwave Radiofg 
Relay Equipment 


AN “engineering guidebook” to t 
proper selection and arrangement 
RCA microwave radio relay equi 
ment for point-to-point communiq 
tions in a host of applications ov 
distances up to one thousand mi 
was announced recently by the Ing 
neering Products Division, Ka 
Corporation of America. 

The 51-page booklet contains phot 
graphs, cutaway drawings, floor plan 
and technical data to acquaint cori 
munications engineers who are plat 
ning fixed or mobile microwave sti 
tions, or extensions of existing sy 
tems, with the design features and 1 
stallation flexibility of RCA micrgy 
wave equipment. Information covert 
ranges from basic RCA “buildin 
block” microwave and multiplexin 
equipment, which can be assembled! 
numerous combinations to meet eve 
operational need, to typical syste 
layouts, buildings, and antennas. 

The booklet, “RCA Microwav 
Radio Relay Communications I:quij 
ment,” is available on request frot 
RCA Engineering Products Divisio 
Camden, N. J. 


Westinghouse Participates in 
Electric Utility Training Course 


THE Industrial Heating Depar met 
of the Westinghouse Klectrie Cot 
poration will join other indvstrij 
heating manufacturers in supjlyin 
equipment for an educational cours 
offered to electric utility comy ant 
throughout the United States I y thy 


(Continued on page 30) 
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FROM THE FIRST MOMENT Pioneer is retained to help you 
plan your new electric power station, Pioneer becomes 
a part of your company, thinking and planning in your 
best interests . . . Pioneer has 52 years of experience 
to aid in determining the necessary plant capacity and 
its construction cost, to select the site and design the 
generating station . . . Pioneer will also design any 
needed service or office buildings and act as your agent 
in purchasing construction supplies and materials. . . 
i H H Pioneer offers complete valuation, depreciation and 
loneering New Horizons rate services . . ..it will supply stock transfer and 
" dividend distribution services . . . Our consulting staff 
Our Sp ecralty ce: provides experienced advice on company management, 
corporate finance, accounting and taxation matters ...a 
well-rounded schedule to relieve your overload periods. 


For complete information on Pioneer’s services, 
write for our factual booklet, ‘Pioneering 
New Horizons’, yours for the asking. 


Pioneer Service & Engineering Co. 
231 South LaSalle Street - Chicago 4, Illinois 
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! 

Industrial llectrification Council. 

| The educational and training pro- 
gram has been arranged by the Indus- 
trial Electrification Council to show 
utility power sales engineers and cus- 
tomers the advantages of electric in- 
dustrial heating equipment. 

' The course consists of six sessions, 
each taking approximately two hours. 
Included in the packaged course are 
complete “Leader” scripts, class les- 
sons, demonstrations and visual aids. 
Westinghouse and other manufactur- 
ers of industrial heating equipment 
are to cooperate with the utilities by 
supplying equipment and information 
for class demonstrations. 

L. H. Gillette, Application Engi- 
neering and Sales Manager of West- 
inghouse Industrial Heating Depart- 
ment said the course will be conducted 
solely by utility personnel. Westing- 
house is furnishing its equipment only 
to show the many types of heaters and 
the applications and industries in 
which they can be used. 


G-E Announces Development of 
Gas-Insulated Transformers 
FUTURE transformers may be light- 
er, quieter, and safer as a result of 


a new manufacturing development 
which also may lead to the elimination 
of liquids as power transformer in- 
sulations and coolants, according to 
W. S. Ginn, general manager of the 
General Electric Company’s Power 
Transformer Department. 

The development, a joint project 
with the Consolidated Edison Com- 
pany of New York, involves the first 
application of a high-dielectric gaseous 
insulation to high voltage power trans- 
formers. 

Mr. Ginn said it foretells the 
eventual displacement of oil- and 
askarel-filled transformer construc- 
tion by gas-filled, dry-type construc- 
tion. The new dry-type units filled 
with sulphur hexafluoride gas will be 
suitable for both indoor and outdoor 
installation. 

Two of the new type units, rated 
2,000 kva, 69 kv, are now on the Gen- 
eral Electric drawing boards. When 
completed, the transformers will be 
operated for field test experience by 
the Consolidated Edison Company. 

-With the benefit of field testing, the 
new gas-filled construction can con- 
ceivably be extended to considerably 
higher voltages, Mr. Ginn said. 

















Dated October 15, 195] 


BLYTH & CO., INC. DREXEL & CO. 
GLORE, FORGAN & CO. 


KIDDER, PEABODY & CO. 


October 20, 1954. 





This announcement is neither an offer to sell nora solicitation of an offer to 
buy any of these Bonds. The ojfer is made only by the Prospectus. 


$75,000,000 


New York Telephone Company 
Refunding Mortgage 3% Bonds, Series H 


Interest payable April 15 and October 15 in New York City. 
Price 101.086% and Accrued Interest 


Copies of the Prospectus may be obtained from only such of the 
undersigned as may legally offer these Bonds in compliance 
with the securities laws of the respective States. 


MORGAN STANLEY & CO. 


GOLDMAN, SACHS & CO, 
LAZARD FRERES & CO, 
MERRILL LYNCH, PIERCE, FENNER & BEANE 


STONE & WEBSTER SECURITIES CORPORATION 


Due October 15, 1989 


THE FIRST BOSTON CORPORATION 
HARRIMAN RIPLEY & CO. 
Incorporated 
LEHMAN BROTHERS 
SMITH, BARNEY & CO. 


WHITE, WELD & CO. 


























New Payloader Attachments 
Data 


“USEFUL Attachments for ‘ Pay 
loader’ Tractor Shovels” is the nain{ 
of a new piece of literature offered b 
The Frank G. Hough Co. Include 
are sixteen attachments that are avail 
able to adapt these versatile tractor 
shovels to many tasks in addition t 
bulk materials handling and earth 
moving. 

The entire line of seven sizes 0 
“Payloader” tractor-shovels, for in 
door and outdoor use, are also show, 
Copies of this literature are availabl 
from your Hough Distributor or Th 
Frank G. Hough Co., 958 Seventf 
street, Libertyville, Illinois. 





Barber-Greene Offers Catalogo 
Bituminous Finisher 

A NEW, attractive and informatiy 

catalog on the Model 879-A Finishe 

has just been issued by Barber-Green 

Company. 

The catalog’s front page features 
natural color photograph of the Fi 
isher and six other pages in the folde 
are devoted to black and white jo 
pictures of the Finisher at work in 
wide range of applications and loc 
tions. 

Simplified drawings are employe 
to illustrate the machine’s principle 
of automatic leveling and _ thicknes 
control ; tamping compaction and com 
trol of crown and super-elevation. 

On the folder’s center spread, 
beautifully detailed, full color cutaway 
photograph shows the Finisher’s inne 
mechanisms with great clarity. An 
other page is devoted to the severd 
accessories which can be fitted to th 
Finisher, enabling it to perforq 
special functions. 

A copy of the Finisher catalog ma 
be obtained from any Barber-Green 
distributor or by writing directly 1 
the company at 400 No. Highlan 
Ave., Aurora, Illinois. 


Philadelphia Electric Boosts 
Construction Program 

THE Philadelphia Electric Compan! 
has boosted its construction prograt 
this year by some $16,000,000, R. G 
Rincliffe, president, revealed receuttly 

Since World War II, the compan 
has spent an average of $1,000,000 
week for expansion. In 1954, it wil 
spend about $68,000,000 instead of thi 
average $52,000,000. 


(Continued on page 32) 
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NEW optional power steering for all 
models. New light-duty truck features in- 
ents clude tubeless tires, standard — optional 
automatic transmission or overdrive. 
Service-Utility bodies that ‘‘take sthe 
workshop to the job’’— available in three 
lengths, in nine light-duty models. 
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NEW tactory-instatted 50-inch one-man 
cab that permits balanced, 2-side load- 
ing of steel, lumber, pipe and other 
longer-than-truck materials. 
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NEW increases power, with all-new 
201-hp Royal Red Diamond 501 engine 
standard in new high-power-to-weight 220 
Series models. 


logo 


matiy 
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te 10 
‘k in 
| loc TERNATIONAL keeps ‘em coming... 





NEW ar-230 60,000 Ibs. GVW six- 
wheeler, one of 25 six-wheel models — all 
with new maintenance-reducing, extra 
rugged rubber-bushed bogie. 





NEW multi-stop models with METRO® 





j * ’ ° bodies — 14,000 to 16,000 Ibs. GVW. 10 
ploy the time, to do today’s truck jobs other models — 5,400 to 11,000 Ibs. GVW 
icipld with METRO and METROETTE bodies — 
cknes t available with new METRO- Matic trans - 
‘Stter, at lower cost! mission. PLUS 
d con four-wheel-drive models of 
on 11,000 and 15,000 Ibs. GVW — built for 


lowest cost operation in roughest, tough- 


2a] est terrain. 


tawa#fERNATIONAL continually brings you great 

mney truck features, new all-truck models, new 
An . ’ 

everue for your truck dollars, in the world’s most 

to thamplete truck line. INTERNATIONAL follows this NEW wicaiae “ 

. ° . space-saving, ni economy, Di 

licy to give you right now the developments capacity COE adel —9 eustia, 12 mak: 















rform 


. Tee els from 21,000 to 30,000 Ibs. GYW— nats 

at will help you do your hauling jobs better 50,000 to 65,000 Ibs. GCW. Also available PLUS sactory-instate, Underwriters 

y mah ‘ with sleeper cab approved LPG power, available as op- 
reenit your costs and boost your profits. Before ‘ tional equipment in 54 models from 


| 4,200 to 45,000 Ibs. GVW. 
thy tt 


’ make any truck purchase, check all the 
‘hlanifiw 


levelopments shown here — then let your 

‘NATIONAL Dealer or Branch give you all 

st; JP /asons why an INTERNATIONAL is your best 
he buy. 
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1pall NEW Super Space Saver ROADLINER® PLUS x0 diesel engines for 30 models. 

orale NATIONAL HARVESTER COMPANY « CHICAGO conventional truck-tractors that haul all The INTERNATIONAL line of 185 basic 
g ae 35-foot trailers in 45-foot limit. GCw, models offers widest choice of power 

R. (i 42,000 to 65,000 Ibs. 30 engines, gasoline, LPG and diesel. 

eritly. 

1pan\ International Harvester Builds McCCORMICK@ Farm Equipment and FARMALL® Tractors...Motor Trucks...Industrial Power...Refrigerators and Freezers 
O0 4 

4 , See the season's new TV hit, “The Halls of Ivy,” with the Ronald Colmans, Tuesdays, CBS-TV, 8:30 p.m., EST 

rf the 


) INTERNATIONAL TRUCKS 


‘Standard of the Highway 
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Dayton Pwr. & Lt. Receives "Oscar" for 
Annual Report 

IN the final ratings of the board of judges in the 
“Financial World” survey of annual reports, The Day- 
ton Power and Light Company was judged as having 
the best annual report of the Large Electric Utilities for 
the third consecutive year. The bronze “Oscar of Indus- 
try” was presented to Kenneth C. Long, president of the 
company, at the Annual Awards Banquet held recently 
in the Grand Ballroom of the Hotel Statler, New York. 

A total of 5,000 annual reports were considered this 
year in the international competition, the fourteenth in 
the series of the surveys. These were judged in 100 in- 
dustrial classifications for the Best-of-Industry awards. 
In the Large Electric Utilities category, Puget Sound 
Power and Light was runner-up for top honors, while 
lowa [Electric Light and Power placed third. 


Northern Natural Gas Plans $65 Million Program 
For Next Year 
NORTHERN Natural Gas Company has asked the 
Federal Power Commission to approve a $65,000,000 
construction program for 1955. It would include a pipe- 
line to tap Canadian gas reserves and extension of serv- 
ice to two more states North Dakota and Wisconsin. 
This year’s program, to be completed next month, will 
give Northern a capacity of 1.1 billion cubic feet of gas 
a day, distributed in 307 cities and towns in Nebraska, 
Kansas, Minnesota, South Dakota and Iowa. 
The company proposes to spend $34,000,000 on its 








ADDRESSING 
MACHINES 


offer you the only competition you can 
find in the Addressing Machine industry. 
Consult vour yellow telephone book or 
write to The Elliott Addressing Machine 
Co., 1441 Albany St., Cambridge 39, 
Mass. 


Canadian pipeline, which would carry gas purcha 
from Trans-Canada Pipelines under a contract rece 
signed. 

The line would extend from the Canadian bor 
down the North Dakota side of the Red River to Cri 
Forks and Fargo, thence into Minnesota, and wo 
connect with Northern’s present system near M 
neapolis. 


Central Maine Power Dedicates 
$20,000,000 Plant 
MAINE’S newest hydro-electric plant was dedicat + 
October 29, 1954, at Indian Pond as part of the C 


Maine Power Company’s participation in the nation-wie | 


observance of the Diamond Jubilee of Light. 3 

The $20,000,000 hydro-generating plant, known si 
Indian Pond Station, is located in the upper “iy 
valley between Moosehead Lake and The Forks. 
struction of the project was started in April 1982. -¢ 
the final unit is scheduled to go on line in December 19 
The Indian Pond project is another forward step in 
development of Maine’s water power. 


Arden Takes Over as GAMA President 
T. T. ARDEN was installed recently as president of 
Gas Appliance Manufacturers Association. 

Mr. Arden, executive vice president of the Robs 
shaw-Fulton Controls Company, Lynwood, Calif., 
ceeds Sheldon Coleman, president of The re 
Wichita, Kans. 

W. F. Rockwell, Jr., president of Rockwell Manui 
turing Co., Pittsburgh, now becomes GAMA’s first 
president and A. B. Cameron, president of Ruud Mai 
facturing Co., Kalamazoo, Mich., is second vice prd 
dent. 

Lyle C. Harvey, president of Affiliated Gas Equ 
ment, Inc., Cleveland, will continue to serve as treasu 
and H. Leigh Whitelaw of New York as secretary. } 
is also managing director of the association. 


Beaumont Birch Issues Booklet 
On Rotary Feeders 


A FOUR-PAGE bulletin on Rotary Feeders has j 

been issued by Beaumont Birch Company, Philadel 
Pa. The bulletin describes the new, completely sea 
Rotary Feeder for pressure or vacuum feed and 1 
standard unit employing brass half-seals for no 

feed. Normally manufactured of cast iron, both w 
are also available in non-corrosive metals for cortos 
or abrasive applications. Rotor and body may be coat 
with rubber, Neoprene or Teflon for handling explosi 


materials such as starch, or adhesive materials such > 


sugars. Bulletin includes plan and elevation drawi 
and complete list of size and mounting dimensions. 

Also covered are Beaumont Rotary Gates, availal 
in a wide variety of sizes for open and ‘close applicatio 


A. M. Lawrence Named Rust Director 
Of Public Relations 

ARTHUR M. LAWRENCE has been named direc! 
of public relations for The Rust Engineering Coinpa 
it was announced recently. 

Mr. Lawrence was formerly assistant director of P 
lic relations for the Hospital Service Association, t 
Blue Cross Plan in western Pennsylvania. 
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a. 
Q-Panel walls grace the new Elrama Power 


Why fine new power Plant (above) near Pittsburgh. It was designed 


by Duquesne Light Company’s Engineering 
and Construction Department. The Dravo 


plants everywhere Corporation was General Contractor. 
have Q-Panel Walls 


IN Builders of new power plants in all parts of the country 
lif, have specified Q-Panel walls for the following very good 
mail reasons: 1. Q-Panels are permanent, dry and noncom- 
— bustible, yet may be demounted and re-erected elsewhere | 
fanui ° : 
first yg keep pace with expansion programs. 2. Q-Panels are 
d May light in weight, thus reducing the cost of framing and 

@ foundations. 3. Q-Panels have high insulation value... 
superior to a 12” masonry wall. 4. Q-Panels are quickly 
installed because they are hung, not piled up. An acre of 
wall has been hung in 3 days. For more good reasons for 
using Q-Panel construction, use the coupon below and 
write for literature. 
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Q-Panel walls (above) go up quickly in 
any weather because they are dry and 
hung in place, not piled up. 


More than 32,000 sq. ft. of Q-Panels were used 
to enclose the impressive Hawthorn Steam 
Electric Station (left) of the Kansas City, Mis- 
souri, Power and Light Company. Ebasco Ser- 
vices, Inc., designed and built the plant. 
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™ Robertson 


“t Q-Panels 
H. H. Robertson Company 


2400 FARMERS BANK BLDG. * PITTSBURGH 22, PA. 
Offices in Principal Cities 


Please send a free copy of your Q-Panel Catalog. 
NAME 
FIRM 


ADDRESS 
PUFI 











The First Book of Its Kind... 


PREPARING FOR THE UTILITY RATE CASE 


by Francis X. Welch, B. Litt., LL. B., LL. M. 

The satisfactory solution of the most expensive and difficult problem of Commission Regulation— 
The Rate Case—depends very largely upon how well and how thoroughly the details of 
preparation have been given attention. “Preparing for the Utility Rate 
Case” is a compilation of experiences taken from the records of 
actual rate cases. It has required two years of research, 
study and analysis, conducted by Francis X. Welch, Editor 
of PUBLIC UTILITIES FORTNIGHTLY, with the aid and 
cooperation of selected experts, to complete this treatise. 

The volume, being the first of its kind, should be found 
invaluable to utility executives, rate case personnel, 
attorneys, accountants, consultants, regulatory com- 
missions, rate case protestants, and, in fact, to all persons 
engaged in or having an interest in rate cases. 

Among the values of this compilation are the reviews of 
methods and procedures, which have been found helpful in— 


®& simplifying and speeding up rate case 
groundwork 


® saving time and expense of companies, 
commissions and other parties 


© cutting down “lag losses” 


®& aiding the consumer by making possible 
faster plant and service improvements 


® increasing the confidence of investors 
—all of which are in the public interest. 
The volume does not offer a program of standardized 


procedures for rate case preparation, but reviews the plain 
and practical methods that have been used. 


These chapter headings indicate the coverage: 


The Birth of the Utility Rate Case Completing the Rate Base; 

Public Relations and the Rate Case Working Capital 

The Birth of Utility Company Rate Opposition Operating Expenses 

The Grand Strategy of the Rate Case Operating Expenses, Continued— 


Selection and Function of the Attorney Annual Depreciation 
The Mechanics of Rate Case Preparation The Rate of Return 
Proof of the Rate Base Rate Adjustments—Allocations 


The Completed Rate Base—Overheads, Land, 
Depreciation, Working Capital 


> The edition is limited, so be sure to order your copy today. 


PUBLIC UTILITIES REPORTS, INC., Publishers 
NEW BOOK DEPARTMENT 


309 MUNSEY BUILDING 
WASHINGTON 4, D. C. 
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Achievements of Newport News personnel in 
designing and building water power equipment 
during the past thirty years reflect a high integra- 
tion of skill and production facilities. 


Answering demands for hydraulic turbines rated 
as high as 165,000 horsepower and as low as 
500 horsepower, this trained organization has 
successfully filled contracts with an aggregate 


NEWPORT NEW 








A 7,000,000 HP 
— Success Story 
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Interior view of spiral casing at Norris Da 
rated output in excess of 7,000,000 horsepower. 


Other essential equipment including penstocks, 
spiral casings, valves, pumps, gates and rack rakes 
are also designed and built by Newport News. 


An illustrated copy of our booklet entitled 
“WATER POWER EQUIPMENT,” will be sent 
to you upon request. 


SHIPBUILDING AND 
DRY DOCK COMPANY 


Newport News, Virginia 





Federal Utility Regulation Annotated (FPC), 
Volume 2 With Supplement A 


These volumes contain the only full annotation of the Federal Power Act 
and the Natural Gas Act, as administered by the Federal Power Commission. 


Supplemental Volume A reports the activities of the Commission during 
the 10-year period subsequent to the publication of the original volume in 
1943. All decisions in so-called “leading cases” have been made the 

subject of special editorial comment and 
interpretation. 


Questions relating to the determination 
of the cost of projects, accounting, rate-base 
determinations, rates, service, granting of 
licenses, extent of the Commission’s juris- 
diction, definitions of what constitutes in- 





terstate commerce, return allowance (in- 
volving new views on cost of capital), the 


| 
v i 
of 


very controversial subject of cost allocation 
in the fixing of gas rates, and many other 
vital subjects are discussed. The decisions 
of the Commission and of the courts as 
well, in such important cases as the Missis- 
sippi River Fuel Corporation case, the 
Alabama-Tennessee Natural Gas Com- 
pany case and the Colorado Interstate 
Gas Company case are explored at length 
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in editors’ notes. 


This two-volume treatise, which has required expert editorial attention 
for an extended period, in order to classify the Commission’s findings under 
each section of these Acts, is now available at $25. The volumes should be 
in the possession of all utility executives, attorneys, rate experts, account- 
ants, valuation engineers, utility analysts and others having an interest in 
the activities, practices and procedures of the Federal Power Commission, 


and in commission regulation in general. 


MAIL YOUR ORDER TODAY TO 


PUBLIC UTILITIES REPORTS, INC., Publishers 
309 MUNSEY BUILDING 
WASHINGTON 4, D. C. 
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No other utility line truck has ALL the 
}modern advantages of the WHITE 3000! 
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ITS EVERY FEATURE is engineered for YOUR business... 
for maximum usefulness ... for substantial savings in 
YOUR transportation costs. The White 3000 is saving 
time, cutting costs in progressive companies everywhere. 
Why not call your White Representative for facts...today? 


ya 
¥ 
< ‘ 












e MANEUVERABILITY— Driving ease and time savings because of 
ability to move “on location” fast! 





POWER —The White Mustang packs a lot of power... more power 
= per pound of engine weight than any other truck engine in the 
industry! Greater power and work capacity! 







© SIZE— Most modern of all utility line trucks because of functional 
design and modern appearance. Saves overall length yet permits 
bigger body, more cab space in fewer inches. 


MAINTENANCE SAVINGS—Exclusive power-lift cab saves inspec- 
tion and servicing time, improves work quality. 


@ RUGGED QUALITY —In every feature, White Quality stands out 
... lasts longer... provides new dependability. 













THE WHITE MOTOR COMPANY 
Cleveland 1, Ohio 


FOR MORE THAN 50 YEARS 
THE GREATEST NAME IN TRUCKS 

















SOUTHERN CALIFORNIA EDISON CO. is now operating a 
fleet of 6 line trucks like this one... 17 more slated to go into 
— | q service soon! Here is modern efficiency in overhead line work 
/ } ... real time savings because of short turning radius, wide-tread 

front axle and short wheelbase ... amazing power with the new, 
4a more powerful White Mustang engine. 
WAN THESE line trucks have 127!5-inch wheelbase, White 250A 
‘AN Mustang Engine, 10.00 x 20 tires, 12-ply, with 6231B auxiliary 
\\ \ transmission and top-mounted power take off. 

\\ \ Southern California Edison serves 3.4 million people in an area 
| of 14,250 square miles. There are 7,600 employees. 


























Analysts Journal 


¥ 





Twofold Benefits From The 


Its timely articles by the nations leading security analysts 
and economists keep you informed as to methods and 
trends in the security markets. You will be better able to 
present your company in its most favorable light if you 
know the trend of financial thinking as expressed in the 
official publication of the Security Analysts. 





Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effec- 
tive way to contact this influential group of investment 
specialists than to advertise in their own quarterly Journal. 


To Keep Abreast of Investment Markets 
READ THE ANALYSTS JOURNAL 


To Keep Investment Markets Abreast of Y our Company 
ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED QUARTERLY BY THE NEW YORK SOCIETY OF SECURITY ANALYSTS 














THE ANALYSTS JOURNAL 
20 Broad Street, Room #908 
New York 5, N. Y. 





Gentlemen: 


[] Please enter my subscription for one year at the subscription rate of 
$5.00—United States; $5.50—Canada. 


(] Please send me your advertising brochure. 
































PROFESSIONAL DIRECTORY 


© This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 


valuations, special reports, investigations, financing, design, and construction. >» 





» 








Tue American Appraisat Company 


ORIGINAL COST STUDIES e VALUATIONS @ REPORTS 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 


NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 
















CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 
















BODDY, BENJAMIN AND WOODHOUSE, INC. 


CONSULTING ENGINEERS 
JAMES W. PARKER, SENIOR CONSULTANT 


Power Plant Design, Specification, and Construction Supervision 
Economic and Thermodynamic Studies, Technical Services and Reports 


28 WEST ADAMS AVENUE DETROIT 26, MICHIGAN 
















DAY & ZIMMERMANN. INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 
















fp * Standby 
A © % Augmentation 
% 100% Town Supply 


Design ¢ Engineering ¢ Construction 





PROPANE PLANTS 


DRAKE & TOWNSEND 


_ eee © © RAY € O 






11 WEST 42ND STREET NEW YORK 36, N. Y. 










THE FLUOR CORPORATION, LTD. 


Engineers * Constructors * Manufacturers 
LOS ANGELES 22, CALIFORNIA 

Builders of steam generating and hydro-electric power plants 
New YorkeChicago*Houston*San Francisco*Tulsa* Philadelphia *Toronto*Calgary*Lima 
Associated with SINGMASTER & BREYER, INC., New York City, N.Y. 
H. G. ACRES COMPANY, LTD., Niagara Falls, Ontario 
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PROFESSIONAL DIRECTORY (continued) 


$. jord, Bacon & Davis 
vawvarions Engineers prices" 


NEW YORK @ CHICAGO @ LOS ANGELES 





































GIBBS & HILL Ino. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 


NEW YORK—LOS ANGELES 
INDIANAPOLIS—SAN ANTONIO 











ENGINEERS © CONSULTANTS © CONSTRUCTORS 
607 WASHINGTON ST. 


FOUNDED 1906 ‘ READING, PA. 
* WASHINGTON « PHILADELPHIA © NEW YORK 


GA GILBERT ASSOCIATES, INC. 











W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


55 Liberty Street New York 5, N. Y. 








JAY SAMUEL HARTT 


CONSULTING ENGI NEER 
327 South LaSalle Street @ CHICAGO @ Telephone HArrison 7-8893 








Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 








CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


134 So. LaSalle Street Chicago 3, Illinois 











GUSTAV HIRSCH ORGANIZATION, INC. 


1347 West 5th Ave., Columbus (12) Ohio 
Telephone Kingswood 6011 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 











Mention the FortTNIGHTLY—It identifies your inquiry 














NOV 





PUBLIC UTILITIES FORTNIGHTLY—NOVEMBER I!, 1954 











PROFESSIONAL DIRECTORY (continued) 





HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE e COLUMBUS, OHIO 











JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—IN VESTIGATIONS—DEPRECIATION STUDIES— 
COST TRENDS — REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 





Yee Ku ljia n loyporadion 


ema GINEERS ° CONSTRUCTORS 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION ¢ MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 2], PA. 








William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
‘ii Utility Management Consultants Specializing in REGULATORY 
WATER COST ANALYSIS “PROBLEMS 
for past 35 years 
Send for brochure: ‘The Value of Cost Analysis to Management"’ 








N. A. LOUGEE & COMPANY 


Engineers and Consultants 
REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 

120 Broadway New York 














CHAS. T. MAIN, INC. 
Power Surveys—Investigations—V aluations—Re ports 
Steam, Hydro Electric and Diesel Plants 
Gas Turbine Installations 
80 FEDERAL STREET v=. BOSTON 10, MASS. 











q 
! 
i 
{ 





RATES TAXES 


SAFETY MIDDLE WEST FINANCE 
PENSIONS INSURANCE 
BUDGETING SERVICE ADVERTISING 


PERSONNEL co ACCOUNTING 
ENGINEERING e SALES PROMOTION 
STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 
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Pioneer Service & Engineering Co. 


ff SPECIALISTS IN 
: AGCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 


CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 








231 SOUTH LA SALLE STREET 








<a Complete Services for Gas 
Industry’s 4 and Electric Utilities * Designing 
Partner J.F. Pritchard & Co. ¢ Engineering * Construction 
¢ Alterations « Expansions 
for Progress ee, © eee yee ¢ Modernization ¢ Surveys « Plans 
. ¢ Piping * Equipment « Steam 
or Diesel Power Plants 





@ Dept. 415, 210 W. 10th St., Kansas City 5, Mo. 


Ae RUST ENGINEERING CO. 








PITTSBURGH 19, PA.* BIRMINGHAM 3, ALA. 
Offices in Principle U.S. and Canadian Cities 
Power Plant Design and Construction 
Boiler Settings © Chimneys © Equipment Erection 
Also sliding form work, refractory brick-work and insulation, soil compaction, other specialties. 








SANDERSON & PORTER CC & 


ENGINEERS 
AND 
CONSTRUCTORS 








Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 


Chicago 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 








Whitman, Requardt and Associates 
Publishers of the 35-year-old 
DESIGN — SUPERVISION HANDY-WHITMAN INDEX 
for Public Utility 


REPORTS — VALUATIONS Construction Cost Trends 
Including Hydro-Electric Properties 


1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 
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Abrams Aerial Survey Corporation 
PHOTOG RAMMETRIC ENGINEERS FOR MORE THAN A 
THIRD OF A CENTURY 
Aerial Photograbhy — Atlas Sheets — Mosaics — 
Plan and Tobograbhic Mabs — Profiles — Infra-red 
Photography — Photo-interpretation Instruments 


614 E. Shiawassee St, Lansing, Michigan 








LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LASALLE St., CHICAGO 











EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies 


910 Electric Building Indianapolis, Ind. 











ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 
GAS AnD SERVICE CO. 
327 So. LaSalle St., Chicago 4, UL 








LUTZ & MAY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 











MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 

















GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Invesigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—Insurance Surveys 








A. S. SCHULMAN ELEctTRIc Co. 


Electrical Contracting Engineers 
TRANSMISSION LINES—DISTRIBUTION—POWER 
STATION—INDUSTRIAL—COMMERCIAL 
INSTALLATIONS 


CHICAGO Los ANGELES 














FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciations 
Invesigations and Reports 


122 SOUTH MICHIGAN AVENUE, CHICAGO 








SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 














JACKSON & MORELAND 
Engineers and Consultants 
Design and Supervision of Construction 
Reports — Examinations — Appraisals 


Machine Design — Technical Publications 
BOSTON NEW YORK 











Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 

309 Munsey Building 

Washington 4, D. C. 
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The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 
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Abrams Aerial Survey Corporation 
*Allen & Company .... 
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Automatic Electric Company 16-17 
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*Beaumont Birch Company 
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Carter, Earl L., Consulting Engineer : 43 
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Commonwealth Associates, Inc. _. 18 
Commonwealth Services, Inc. 18 
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Day & Zimmermann, Inc., Engineers 39 
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*First Boston Corporation, The 


Fluor Corporation, Ltd., The eS me 39 
Ford, Bacon & Davis, Inc., Engineers 40 
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Hartt, Jay Samuel, Consulting Engineer . 40 
Hill, Cyrus G., Engineers. 40 
Hill, Hubbell and Company 19 
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Model 705-B Runabout Service 
Ditcher. Designed for scattered 
jobs. Vertical boom. Fluid Drive. 
Hydra-Crowd. 15 miles per 
hour travel. Widths up to 
10%”. Depths to 4’. 


DIG tor profit. 
DIG long jobs. 
DIG scattered jobs. 


DIG with Hydra-Crowd 
and Fluid Drive. 





DIG with new curved teeth 
that last 3 to S times longer. 


DIG through frozen ground, asphalt 
pavement, coral rock—virtually any material. 


DIG with the vertical boom that 
leaves no ramp, operates in closest 
quarters, digs right up to obstructions. 


IG with the machine that was — ae Model 44-C. For 
Be neered to DIG and get to the next job. every kind of ditching 
up to 24” wide and 8'3 deep. 


You don't have to DIG for the facts. They will be sent at your request. 54-33-D 


Barber-Greene 


AURORA, ILLINOIS, U.S.A. 


WRITE for descriptive literature... sound 3) movies 
FORMATION : yet 


studies...nearby job inspection... plant layouts 
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“THE STORY OF LIGHT,” produced in Holland for General Electric's public educatica 


Y 


Can these educational programs help you in 


Telling today’s story of low-cost electricity 


Activities commemorating Light’s Diamond Jubilee point to 
engineering progress in winning new friends for industry 


“75 YEARS’ ENGINEERING PROGRESS,”’ 
theme for G.E.'s latest ad in national maga- 
zines, is being previewed by Ralph P. Wagner, 
chairman, Electric Utilities Program of Light's 


Diamond Jubilee, and G.E.’s George Conway. 


aN 


“FREEDOM AND POWER,” designed to 
appeal to every type of audience, highlights 
the development of the electric power industry 
against an inspiring background of America’s 
historic struggle for freedom. 


The 75 years of electrical progress, 
that began the night Edison proved 
that the incandescent light was 
economically feasible, will pass in 
review before the entire American 
public this month. In helping to 
celebrate this milestone, General 
Electric, on behalf of the industry, 
is releasing a dramatic new movie, 
“The Story of Light.” 


MOVIES FEATURE PROGRESS 


The new G-E film was produced in 
Holland and brings to the screen 
a new stop-motion puppet tech- 
nique in picturing the history of 
light. In addition, G.E.’s “Freedom 
and Power,” a movie that under- 
scores the importance of economic 
liberties and America’s electric 
power development, brings the 
heritage of Edison into new focus. 
At the same time, the Edison Elec- 
tric Institute’s outstanding film, 
“The Eager Minds,” is stimulating 
broad appreciation for the research 
and ingenuity responsible for to- 
day’s many electrical comforts. 


program, is being released to commercial theaters, schools, customer groups this month. The 
movie will help spotlight Light's Diamond Jubilee, create goodwill for entire electric industry. 


AVAILABLE TO YOU 

Movies, exhibits, publications, and 
a series of four-color ads telling 
the story of “electricity, today’s 
greatest bargain,” are part of the 
General Electric public education 
program designed to tell the stir- 
ring drama behind the electric 
industry’s technological advances. 
Much of this material is available 
to you, to aid you in telling elec- 
tricity’s story as well as impressing 
your public with the vital role which 
the utility industry has played ia 
the growth of America. An illus- 
trated catalogue of publication:, 
designed to reach teen-age Ame’- 
ica, can be obtained by writing t> 
General Electric Company, Dep. 
2-119, Schenectady 5, N. Y. Fee 
prints of the films discussed, co: - 
tact General Electric Compan , 
Sec. 301-25 4E, Schenectady 5,N.3. 


MORE POWER TO AMERICA 


GENERAL @@ ELECTRIC 





